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Colonels and the New Democracy period from July 1974 on. it 
investigates the existing relationships between Greece and 
the EEC by discussing their nistorical ties and the advantages, 
disadvantages and political implications of accession. 
Finally, it analyzes several factors crucial to Greece's 
economic welfare by determining each factor's movement, by 
weighting each factor with respect to economic development 
and EEC accession and by comparing the weighted results. 

The work suggests from the results of this comparison that 
accession to the EEC will enhance Greece's economic 
Secdovility. 
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ABSTRACT 

This work offers the major hypothesis that political 
Mayes Ot pecety selated tO economic stability in 
Greece and then investigates whether Greece's accession 
to the European Economic Community will provide the economic 
prerequisites necessary for equilibrium. The study traces 
Greek economic development through three eras: the pre- 
junta period of Karamanlis influence, the seven years of 
dictatorship by the Colonels and the New Democracy period 
from July 1974 on. It investigates the existing relaticn- 
ships between Greece and the EEC by discussing their 
historical ties and the advantages, disadvantages and 
PIeeetecal implications Of accession. Finally, it analyzes 
several factors crucial to Greece's economic welfare by 
determining each factor's movement, by weighting each factor 
with respect to economic development and EEC accession 
and by comparing the weighted results. The work suggests 
Epeometne results Of this comparison that accession to the 
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INTRODUCTION 


The international environment in the Eastern Medi- 
terranean today vibrates with tension. The two primary 
Geezeors, Greece and Turkey, face major domestic difficulties, 
particularly in their economic sectors. The governing regimes 
hang in the balance waiting for economic improvement while 
seeking remedies for inflation, unemployment and trade 
Geevem=es, realizing that their political stability directly 
depends upon economic outcomes. The other nations of the 
world, particularly Europe whose "soft underbelly" these 
two countries protect, watch intently as circumstances 
Severop. thelr Opportunities to influence the situation are 
infrequent and must be exploited quickly. This study evalu- 
ates one such opportunity: Greece's accession to full 
membership in the European Economic Community (EEC). 

The work offers a major hypothesis that political stability 
Woemettrestly related =o economic Stability in Greece and 
then investigates whether Greece's accession to the EEC 
provides the economic prerequisites necessary for equilib- 
rium. The study addresses the problem by analyzing several 
factors crucial to Greece's economic welfare. MThe 
methodology determines trends for the selected factors, 
weights the factors with respect to economic development and 
EEC accession, and then compares the resulting weighted 
trends to conclude if accession will enhance Greek economic 


Seat ty. 
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mo ecnsumewche selection O£ the most critical and rele- 
feaiee elements £or evaluation, the study first traees Greek 
economic development through three eras: the pre-junta 
period of Karamanlis influence, the seven years of dicta- 
torship by the Colonels and the New Democracy period from 
July 1974 to the present. This portion of the analysis 
includes a discussion of Greek economic plans and outlooks 
[roe tae future. 

piece the Major Concern of the work is the ramifications 
of Greek accession to full EEC membership, it also addresses 
the existing relationships between Greece and the European 
Community. It discusses the historical ties of Greek asso- 
Clate membership since 1962, outlines for Greece and the 
EEC the advantages and disadvantages of accession, and 
Pees eouL thegeolitical implications of the proposed Pion: 

The study draws conclusions by evaluating the selected 
factors in light of Greek economic developments and previous 
Beseectation wttn the EEC. The work provides a description 
Peete Weeactor, 2 discussion of its significance to both 
Greek economic development and EEC accession and a tabulation 
of available numerical indicators showing factor movement. 
The economic elements are selected, weighted and evaluated 
subjectively, based upon the author's determination of 
their relevance and salience today. 

Me determine if Greece's accession to the EEC will 


enhance her economic stability and subsequently her political 


Jee 





Vitality is essential. Her importance in the Eastern 
Mediterranean has increased exponentially with the inter- 
national shift in emphasis from strategic to regional con- 
cerns. She 1s a next door neighbor to the volatile Middle 
East and lies just across the Mediterranean from Africa and 
the ever increasing tensions on that continent. She occupies 
a vital position in the southern flank of the NATO alliance 
and retains the capability to blunt the impact of Warsaw 
Pact forces in the Balkans. Her modernizing naval fleet 
effectively patrols the Aegean and with the strategic use 
of her hundreds of islands in that sea can significantly 
curtail Soviet warship movement to and from Black Sea bases. 
Hee PrOXxXimity to the Eastern bloc countries provides an 
ideal location for intelligence surveillence sites and the 
monitoring of Communist activities. Finally, her Western 
Pues; out geographically central location, provde her a 
unique opportunity to bridge the economic, political and 
social gulf between North and South, and East and West. 

This work does not suggest that Greece should or should 
not accede to the EEC. The vital question is whether or not 
the accession will improve Greece's economic stability. [If 
eae does, her political stability will follow and the potential 
of her unique position in the Eastern Mediterranean will Se 
realized. If the accession proves unsettling economically, 
political chaos may well follow and prevent Greece from 


making any positive contributions toward the solution of 
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Pmeernational problems. This thesis will suggest probabili- 


mees £Or these alternatives. 
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GREEK ECONOMIC DEVELOPMENT 


fae e xs—JIUNTA PERIOD 

Peeene Cone uslOn Of the Italian/German occupation in 
1945, and the communist civil war which ended in 1949, 

Greece faced near-total economic dislocation. What infra- 
structure the occupying forces left intact the communist 

and partisan forces destroyed leaving the country without a 
Viable economic system. More than 2000 individual villages 
were destroyed leaving 650,000 refugees completely dependent 
on the state and over one-third of the population in need of 
some public aid. Industry and exports stopped, while imports 
Slowed to a 10 percent trickle of their pre-war level and 
uncontrolled inflation destroyed the monetary system.~ Only 
with the help of vast amounts of Western financial aid and 
groups of advisors was the government finally able to reestab- 
lish the political channels and economic networks necessary 
memeGreece S national survival. 

The trauma of the war years lingered, however, and the 
PmeeKko cur nea to the sociaiastructure which in the past 
provided them individually with security and reasonable 
advancement opportunities. This structure employed the con- 
cept of the extended family and utilized extensive patronage. 
Although reassuring, and capable of meeting the country's 
basic economic needs, this inerficient and cumbersome system 


appeared to provide little capability to meet the postwar 
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challenge of an international economic revolution, and 
Greece immediately fell behind her Western allies in 
meeconstruction efforts. 

In 1955 however, following the death of the then Prime 
Minister, Marshal Papagos, King Paul appointed Konstantine 
Karamanlis premier and started a period of startling growth 
which lasted for more than eight years. The following 
figures illustrate a favorable comparison with other 


. Z 
economically advancing European countries. 


TAREE li 


AVERAGE ANNUAL INCREASE IN GREEK 
GROSS DOMESTIC PRODUCT (CDP) 


(percent) 
1953-1958 6.8 
1958-1964 6.6 
mean Sa 


Source: Economic Development Issues, pp. 10-ll. 


TAB l= 2 


AVERAGE ANNUAL INCREASE IN GREEK 
INDUSTRIAL PRODUCTION 


(percent) 
HOD 3—1oe oa: 
imMsas— 1364 Jina 
mean Bec 
Source: Economic Development Issues, pp. 10-ll. 
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TAB OE l= 3 


AVERAGE ANNUAL INCREASE IN REAL 
GROSS NATIONAL PRODUCT (GNP) 1954-1961 





(percent) 
ime yy oye 
Sweden Syste! 
Great Britain Die 
West Germany eet 
mean 4.9 
source: Economic Development Issues, pop. 10-11. 
TABLE 1-4 


AVERAGE ANNUAL INCREASE IN INDUSTRIAL 
FEEPUCTION 1954=1961 


(percent) 
Teak 836 
Great Britain Ted 
West Germany ors 
France a. 4 
mean re 
Source: Economic Development Issues, pp. 10-ll. 


These figures demonstrate another interesting considera- 
oie tignt Gf additional structural problems facing 
Greece. As with most developing countries, primary produc- 


Eiem (agriculture, livestock, fishing, hunting and forestry) 


ams, 





played the most important role in the economy throughout 
Piemkataligthls period, accounting for 32 percent of the GDP 
mimeeso> and) 25 percent im 91963. Primary production's 
dominance during this period compared to the production of 
emeesecona highest contributor, manufacturing which totaled 
14 percent and 18 percent of GDP in those two years, was 
significant.” 

Even so, the agricultural sector had several distinct 
geographic disadvantages. Only about 28 percent of the 
land (9.15 million acres) could be cultivated and only about 
ti percent of that irrigated. Because of the return to 
the extended family structure, the size of individual land 
holdings decreased, approaching an average of eight acres 
in eck In most cases, the owners acquired their land 
Diecemeal and consequently owned several small plots (one 
to two acres), widely separated by plots of other owners. 
This prohibited the use of farm machines and large scale 
cultivation techniques and thus drastically reduced efficiency 
ane yield. 

In the manufacturing sector, the clan syndrome again 
prohibited economies of scale. Most firms (95 percent in 
1958) employed less than ten workers, preferring to keep 
their businesses small and staffed with relatives or trusted 
eerest. * Scarcity of resources, unavailability of domestic 
markets, poor lines of communication and a dearth of 
organizing and technical talent contributed to holding back 


real modernization and growth in this sector. 
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Despite these negative conditions, the economy in 
Greece did expand compared to other European countries from 
meee co 9oS. One indicator, the quantity of public savings, 
predicted Greece's growth by standing out as unusually high 
for a developing nation. In most Similar cases, because 
of a lack of consumer confidence, Savings rates and thus 
Capital accumulation are generally low, hindering economic 
expansion. In 1955, the Greek domestic savings to GDP 
ratio was 15.5 percent and climbed to 20.5 percent in 


moet: These ratios compared favorably with other countries. 


TAB oe lS) 


DOMESTIC SAVINGS TO GDP 
RATIOS Leo OORT) See, 


(percent) 
Greece ee. 5 
United States bey te 
France 13.4 
Belgium joa 
Italy nor) 
Turkey Iba 
Spain io. 
Portugal LEM) 


Source: Ellis, Industrial Capital in Greek 
Development, p. 106. 


Stemeeeicantly, the public savings to GDP ratio averaged 


only 2 vercent over these years while private investment 


egualed 14 percent. Psilos suggests that the large private 
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portion resulted from growth in per capita income ($180 in 
Meee 5240 in 1964), price stability, tax incentives on 
income earned from deposits and high rates of return on 
deposits (maximum: 9.57 percent in 1956, minimum: 4 percent 

in Moicehe. | Consequently, the relatively high amount of 
Soeeeameeccumulation from 1955 to 1963 in the form of private 
Savings gave Greece the edge in combating strong negative 
growth pressure. 

The Karamanlis premiership lasted nearly eight years, 
the longest continuous tenure of a prime minister since 
Greece gained independence. The son of a Macedonian school 
teacher and later a tobacco merchant, this man did not 
typify Greece's usual political elite. He spent many years 
weGem-n starting ™his pelitical service working to support 
his family and solve the problems of provincial living. His 
understanding in these areas provided much of his appeal 
to the Greek voter and helped to provide his insight into 
the severe structural difficulties of the 1950's and early 
1960's. As leader of the National Radical Union (ERE), 
Karamanlis based his political goals on continued monetary 
Stability and the expansion of the market economy concept. 
To realize these goals, he had to ensure the competitiveness 
Smeereciose@emestic preduces, ama in 1955 and 19538 the govern- 
Ment imposed certain restrictions on imports. These measures 
effectively prevented the consumption of excessive amounts 
of luxury and non-essential commodity items and turned 


the Greek consumers toward their own products. 
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Karamanlis' critics accused him of overworking wage 
controls to achieve expansion without inflation and of 
holding the free enterprise system up as a panacea for all 
Greek economic ills. Nevertheless, those in opposition could 
not deny his accomplishments which included the beginning 
of several new light industries, the introduction of modern 
agricultural techniques and the construction of numerous 
modern roads, hotels and other tourist~oriented Belo itoeee 

Pueeg96o, Karamaniis' erforts had laid a broad and firm 
foundation for Greece's economic future. However, since 
mecmoel1tical poSitien Lay right of center and his tactics 
originated in a rigid, conservative base, strong opposition 
arose in the moderate left-tending Center Union Party (EK), 
headed by George Papandreou, a man nearly as well liked as 
Karamanlis. A bitter struggle ensued resulting in Karamanlis' 
self imposed exile to Paris and the election of Papandreou 
as Prime Minister in 1964. 

ines economic Goals differed Little from those of 
the ERE, with increased industrialization and agricultural 
productivity heading the list. As Karamanlis had, Papandreou 
faced a need for sound planning in the acquisition of 
investment capital to expand these two sectors. This meant 
maintaining an encouraging atmosphere to attract a combina- 
tion of private domestic resources and foreign funds. To 
Go this he had to keep the balance of trade deficit as low 


as possible (it increased from $514 million in 1963 to 


oy 
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95976 miilion in 1964) and carefully orchestrate the flow 
of invisible income which traditionally offset the higher 


import values.” 


Aas EO 


PeN@evtnGe ObeGnehk TRADE DED ICI? 
COVERED BY INVISIBLES 


eo Suis tO wei 6.3 BES Ho) aon @ enn ole 


Emigrant Worker 
Remittances 48 So 


Shipping Remittances 


eMicmelOUPISiE. HOreion 
Exchange Receipts 42 43 


mecca | 90 WS 


Source, =peeromiec Develooument Issues, Oo. 350. 


The Karamanlis administration had previously established 
the Research Committee for the Organization of Economic 
Planning which presented the country's first five year plan 
in 1959. It specified targets for growth rates, increases 
Miegmremttltal and indust:ial income, regional development, 
Beemer Ket COmpetition capabilities. From 1960 to 1964 
however, the Greek economy far exceeded these specified 
goals, which demonstrated the need for a much more scientific 
method of forecasting. The Papandreou regime, realizing 
this and noting the increasing complexity of world economic 


conditions, established the Center of Planning and Economic 
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Research in late 1964. The following year, the Center 
submitted a scientifically generated economic plan with 
Peewee OOJeCtives for the 1966 to 1970 period. The target 
figures included specific increases for GDP (7 to 8 percent), 
per capita income ($570-800), sector productivity, and 
employment. +? The proposals also spelled out income redis- 
EPetoeeton plans to equalize regional and sector differences, 
and estimated the amount of foreign investment required to 
offset balance of payment deficits while projecting an 
increase in import and export trade figures. 

The research revealed two baSic requirements: the 
Structure of the economy needed drastic revision and the 
political leadership of the country had to remain stable 
and forceful. Ironically, events in the last months of 
ieieemeceoucned Off polatical turmoil of critical consequence 
for the nation and the recommended plan for economic restruc- 
turing was never implemented. In April 1967, the country 
Began so reevaluate lts entire social structure under the 
leadership of a military oligarchy, and economic planning 


lay dormant for some time. 


THE MILITARY OLIGARCHY 

An analysis of the circumstances surrounding the military 
coup in the spring of 1967 lies beyond the scope of this 
study. It must be noted however, that worsening economic 
Semeittons in late 1965 and 1966 contributed to the usurpa- 


EEem ot power by the Junta. 
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Prier to the last two years of democratic rule, the civilian 
governments of Karamanlis and Papandreou established a 
sound base for economic growth. Paul Samuelson writing for 
Newsweek two months after the coup stated that Greek output 
grew faster than in any other European country, that per 
capita living standards climbed rapidly relative to Western 
Europe, that Greece belonged with the miracle nations Japan 
and Israel in growth accomplishments and that the accom- 
plishments were not a "flash in the pan," but real growth 
represented by price 5 Seven JL eseg 

Three very important conditions existed in 1967 which 
Further favored economic success by the Suma, 2A Pirst;, eke 
monetary stability of the nation during the previous twelve 


years had inspired the confidence of the Greek people and, 


as pointed out, encouraged their propensity to invest in 
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bank savings. This habit continued even through the 1965 
eeme OO Pertog Of Uncertainty and on into the Junta years, 
providing the banking system with considerable financing 


capital for expansion projects. 


Tee | 1-7 


GREP RUE REVATES SAVINGS DEPOSITS 


Deposits Percent 
Year (billion Drachmae) Increase 
1966 CIES, 
oI 7 350k 0 
oe 46.4 SZ 
1969 5.6210 20 
O70 Olio 24 
IE) Fab Ons D aD 
9/2 HOO. 7 2 A. 


Source: Statistical Yearbook of Greece 1976. 


Peeceme,s ene Gconomic growth up to 1967 had 
created excess productive capacity which the military 
government exploited over the next several years. MThird, 
positive world economic conditions favored expansion in 
other nations and enhanced Greece's growth through inter- 
action with these markets. 

It must also be pointed out however, that the European 
Economic Community, of which Greece had been an associate 
member since 1962, suspended all development funds to Greece 


(over $200 million) immediately after the Junta assumed 
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power. 1? This appreciably hindered the financing of long 
range development projects which otherwise could have been 
instituted. The military leaders stepped into an economic 
environment conducive to growth and expansion. Many critics 
jater contended that the oligarchy could have accomplished 
much more under these conditions if they had relied more on 
long-range planning efforts and less on publicizing showy, 
SmeoLrte-cerm projects. The results Of their years in power 
revealed many flaws but also produced growth figures which 
Cannot be ignored. 

After the political environment stabilized in 1967, the 
Military leaders resurrected the Economic Research Center's 
plan shelved in 1966, and with certain alterations, presented 
j@diete Own version ror 1968 to AOD, The plan focused on 
modernizing the total structure of the economy, but did not 
specifically detail the methods to be used for the individual 
changes. It did specify "giving private enterprise its 
head" by increasing competition, utilizing free-market 
mechanisms, and more efficiently allocating resources.” 
Government incentives provided the guidance for market 
direction. Secondly, it suggested rapid industrialization 
by encouraging a maximum amount of foreign investment and 
the actual establishment of foreign buSinesses in Greece. 
Major incentive plans also provided the draw in these cases. 
Thirdly, the plan focused on agricultural reforms, including 
an increase in farm incomes to establish parity with urban 


menor standaras. This restructuring required the 
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consolidation of the fragmented farm plots and the estab- 
lishment of government support prices and subsidies. 
"Intervention prices" provided encouragement to shift from 
Surplus goods to more profitable, exportable ones. The 
plan also included: adjustment of income taxes, new shipping 
policies, insurance of exports, simplification of the mone- 
eamyeand credit systems, liberalization of closed professions 
and expansion of health, welfare and social security services.- 
eamee the plan called for a basic restructuring of the 
economy, it faced several obstacles and much resistance. 
Increasing free-market competition required overcoming limited 
natural resource availability, a small domestic market 
already dominated by inefficient, tariff protected monopolies, 
and non-availability of financing even though the banks 
swelled with private savings deposits. The credit institutions 
judged new business risk to be too high and collateral too 
low. 
Facing an ever increasing balance of trade deficit, 
the government's industrial development emphasis lay with 
increasing the number of domestic firms producing gocds for 
export by offering low interest rates and substantial tax 
incentives. To foreign investors they offered even more 
generous terms. These included: prohibition of expropria- 
tion, irrevocable agreement terms, repatriation of profits 


and non-taxable foreign employee wages. 
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In certain cases, the agreed upon conditions bordered 
on the absurd, as a result of the government's eagerness 
for foreign investment. Steyr-Daimler-Puch, a tractor and 
truck manufacturing company, agreed to establish a plant in 
Greece if Athens placed a ban on importing all second hand 
tractors and trucks and only allowed loans from the Agricul- 
tural Bank to farmers buying the Steyr product.’ The 
Colonels went along with the stipulations. 

ia tne agricultural sector, and again to aid in improving 
the balance of trade, the government encouraged domestic 
production of consumer food items traditionally imported, 
as well as those profitably exported. This endeavor faced 
particular difficulty because of the existing subsidizing 
practice which paid a high price to farmers for goods not 
demanded by market conditions. For instance, wheat produc- 
tion far exceeded domestic demand, and could not compete 
with world prices as an export, yet remained heavily suiseaclimee. 2" 

To tally the economic balance sheet for the years of the 
Junta is a difficult task. Several positive aspects must 
be noted. The average growth rate in GNP ranged between 7 
piece rcem= from 1968 to 1972, acceptable by any Seni 
Consumer wages increased an average of 8 percent each year 
while consumer prices averaged a rise of only 1.5 percent 


ee Consumer goods improved substantially in 


for the period 
quality, style and availability. New roads, telephone lines 
and public constructions including sports stadiums, schools 


and town squares increased in number. Receipts from merchant 
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shipping increased by 47 percent from 1966 to 1970 after a 
concerted effort to entice Greek ship owners to reestablish 
home offices in Greece.“ Similar efforts to increase home 
registry of Hellenic owned ships moved Greece from the 
seventh to the fifth largest fleet in the world (an increase 
from 7.4 to 19.3 million gross registered tons from 1968 
Eo mone 
Mimeie@wcmeustradl sector, total industrial. output increased 
by 13.4 percent from 1968 to 1972, exceeding the government's 
target of 11.4 percent and obtaining the largest increase 
Of any sector. Manufacturing output matched the total of 
imeistery at 3.0 pence Manufacturing exports increased 
over 200 percent for the same period and accounted for 34 
percent of total exports in 1972, compared with 19 percent 
in 1968.7" 
In agriculture, the military regime's weakest growth 
area, officials managed to discontinue certain backward 
patterns of operation, remove bureaucratic pressures holding 
back long-range plans and successfully reallocate some 
resources. They accomplished much of this by establishing 
a Regional Services branch in the Ministry of Coordination 
which made the real needs of the rural community better known 
to the government.-> Although the farmers initially balked 
at a less favorable price support policy instituted to redirect 


the type of crops produced, extensive irrigation, flood 


control and land reclaimation projects changed their feelings. 
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The government also initiated a non-participating welfare 
plan which provided free medical care and pensions for all 
actively producing farmers. 

In the area of foreign investment, the Colonels realized 
immediately that the coup of April 1967 might ruin investor 
confidence and frighten away foreign money. Consequently, 
they established extremely liberal standards for investment. 
The enticements worked, and within a few short months, 
foreign capital again began to flow into Greece. 

The statistics on the Junta's performance present a 
Fairly impressive picture of economic growth, expansion and 
goal attainment. However, many critics contend that the 
Statistics are misleading and that an investigation into 
the factors behind the Junta‘s accomplishments reveal decay 
and structural weakness. Andreous Papandreou in his 1970 
account of the military regime's activities asserts that a 
real, competitive market economy could not expand as out- 
lined by the Colonels because of their continuously changing 
laws and desieuene 7" He accuses them of merely shifting 
the center of privilege from traditional monopolies to foreign 
investors, rather than equalizing the business environment 
for all. He cites their use of deficit spending (anathema 
to "sound monetary management") as a cause for later infla- 
tionary go ees oe Papandreou summarizes his condemnation 
of the regime by concluding that the large increases in 


balance of payments and volume of available money in the 
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economy combined with strict price controls, destroyed the 
economic infrastructure. The analysis is understandably 
colored by his antagonistic relationship with the government 
as the son of George Papandreou, and by the fact that he 
@nty evaluated 1967 and 1968, two of the worst years for 
the regime. 

The Junta did lack confidence in their economic manage- 
Meme Capability and hired a division of Litton Industries 
aS Management consultants and to secure investment capital 
for development projects on Crete and in the western 
Peloponnesus. The terms of the contract were more than 
generous for Litton (ll percent above all costs plus 2 
percent of all capital raised), once again demonstrating the 
Over-solicitous attitude of the government toward most foreign 


eens .-° 


imo chtsmease Lrttonecould not find the required 
investments and the Junta canceled the contract at little 
economic cost. They had widely publicized the expected 
benefits of the agreement, however, and the situation resulted 
mewembarrassing publicity. 

Several other highly acclaimed major economy building 
projects ended in the same aemne O2 In 1969, the regime 
reached a $600 million agreement with Aristotle Onassis to 
build Greece's third oil refinery, a second aluminum smelter, 
a large power station and a petrochemical complex. Shortly 


after the initial signing, Mr. Onassis determined that he 


needed more money to offset higher costs. Negotiations 
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ensued but the matter eventually reverted to an international 
Metre Or drbitration which tied up all progress on the criti- 
Gal projects for two years. Another example: In late 1970 
pieecatilan cCOnSsOGreium agreed €o construct a car manufacturing 
enemassembly plant in northern Greece. After the initial 
announcement of agreement nothing more happened. Critics 
eontested that the Junta's search for the big deals, as 
demonstrated here, prevented the accomplishment of vital 
smaller projects and further cited that the regime failed 
Bomerrtnaoeany Major industrial projects to fruition during 

the seven year period. 

The foreign investment problem also drove the Junta to 
provide incentives to domestic firms which sought and obtained 
credit abroad. These companies were usually awarded public 
works contracts which invariably cost the state more because 
Peete anton GCOSt Of Linancing the foreign credit. 

At a Stanford Research Institute meeting in 1974, Achilles 
Cominos, former Governor of the National Bank of Greece 
demonstrated the extent of foreign money involvement in 
the Greek economy. He stated that in a 1971 sample of 500 
industrial firms, foreign interests wholly owned only 
twenty-six which accounted for 8 percent of the fixed assets 
of the sample. However, another fifty-seven firms showed 
Mimportant foreign equity participation" and accounted for 
23 percent of the fixed assets. Additionally, in another 


Sample of the 200 largest manufacturing exporters in Greece, 
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Mr. Cominos showed that 45 percent of their total exports 
were made by firms with "substantial foreign participation."?° 
Pyeiuating@tne agricultural sector, even the Junta 
admitted that the desired expansion did not occur. From 
Peitowcor@o/2, agricultural production increased only 1.8 
percent vice a target of 5.2 percent and composed only 17.1 
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percent of production vice a target of 21 percent. 
resulted not only from the fragmentation of land holdings, 
poor distribution of crops grown, and government price 
subsidies which contributed to inefficiency, but because 

the rural Greek traditionally looked to the government as 

the promoter of agricultural development and did not consider 
it his responsibility. At the same time he distrusted 
official efforts and "Sought ways and means to circumvent 

the law, obtain special consideration and evade his responsi- 


n 32 To meet the seasonal labor 


bilities as a citizen. 
demands, the government attempted to keep the rural popula- 
iogmeonmetae farms bY Dromising to bring them urban conve- 
mniences. When the bureaucracy could not produce them, it 
further alienated the farm communities. Legg contends that 
eredemmawthe Miamastry Cf Eme Interior to provide all villages 
with electricity, telephones and water only offered expec- 
tations that could not be peeieizeds == 

The regime attempted to consolidate the fragmented land 
holdings by purchasing the smallest plots and reselling 


them to the larger adjacent landowners. This totally ignored 


the basic Greek cultural precept of land equating to status 
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and self worth and thus met strong resistance. What 
consolidation measures the regime did implement, did not 
contain provisions against refragmentation and did not 

pursue the holdings of rural landowners who left the villages 
and migrated to the city. 

Prierethan the agricultural shortfalls, the burgeoning 
Bedee etictte throughout the Junta years was the most 
Criticized characteristic. The deficit rose from $926 
ieertonwein 1968 to S2032 million in 1973, an increase of 
119 percent in five years.>* 

Admittedly, a case can be made for both points of view, 
that from 1967 to 1973, the Junta in some ways improved the 
Greek economy and in some ways prevented its expansion. 

However, the most critical question which faced the replace- 
ment government in July 1974 centered on the state of the 
Peepemvyeat that time, i1.e., the legacy of the Junta. 

Once again as has happened so often in Greek history, 
political turmoil and unrest overtook events in the last 
months of 1973 and the summer of 1974. As the political 
environment worsened, economic conditions began to deterior- 
ate and soon became critical to the survival of the nation. 
Between 1972 and 1973, the consumer price index rose nearly 
35 percent, the highest in Europe, and the balance of trade defi- 


eee oy opercent.~ The Gross National Product, for 
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the first time since WW II, declined by 2 percent in 1974. 
An even more serious downward tend developed in the receipt 


of invisible earnings, the traditional means of offsetting 
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the trade deficit. Foreign exchange monies sent home by 
Greek Seamen increased at a rate comparable with previous 
years, but income from foreign travel (tourism) dropped by 
15 percent and receipts from emigrant workers fell by 12 
percent.~’ 

Although partly due to worsening world economic condi- 
meeomoerma 1973 and 1974, the civilian government recalled in 
wis 1974 faced a recession, devastating inflation and a 
balance cf payments total which had lost much of its invisi- 
ble compensating capital. These conditions coupled with near 
total internal political instability and the threat of war 
with Turkey over Cyprus confronted Mr. Karamanlis and his 
New Democracy Party with a monumental task. The critical 


Question for Greece today is whether or not they have met 


these challenges. 


THE NEW DEMOCRACY 

The Karamanlis Government defined several specific and 
immediate actions required upon taking office: 1) return 
to normal economic processes and abolish emergency proce- 
Gres established during the Cyprus crisis, 2) stop further 
increases in the balance of payments, 3) restock the domestic 
market and arrest price increases, 4) restore monetary 
stability by readjusting the supply and availability of 
money, 5) provide specific help to the farmers and lower 
P@eemenworkers hardest hit by the inflation, 6) rebuild 


Gxeuzen conricence in the economy at a time of increased 
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unemployment and decreased job security for emigrant 
workers, 7) acquire funds for the nation's defense against 
a hostile Teva To accomplish this program required a 
precise juggling act by the new administration because of 
the delicate equilibrium existing in the balance of payments 
and inflation areas. One pressure applied in the wrong 
direction could start the entire negative trend all over 
again and this placed considerable restraint on the policies 
the new government could adopt. 

Nevertheless, by the end of 1975, the Greek economy 
made a near miraculous recovery and the immediate crisis 
passed. The Gross Domestic Produce rose 3.7 percent compared 
with a 2 percent drop in 1974. The inflation rate decreased 
from a Consumer Price Index (CPI) rise of 26.9 percent in 
1974 to 15.2 percent in 1975. The balance of payments 
actually decreased with a reduction in the current accounts 
Se eterentronm sol2lo million in 1974 to $1009 million in 
mozs.°° 

Several factors qualified these results, however. 
Peenouem actual GDP rose in 1975, agricultural production 
Sloweemetom 9,2 sercent tan 1974 to 2.9 percent in 1975, 
primarily because cf only small gains in livestock and 
animal feed production. Even though a decrease in real 
Gems, the OUtput did reflect the beginning of structural 
epemeese  shtterng the sector to the production of high 


income exportables and domestic required items. 
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Gite lange reduction in intlation figures reflected a 
considerably lower rate of imported goods, the flooding of 
the market with items hoarded during the crisis months, and 
meccercase in demand on production capacity. All these 
factors worked in the absence of price controls and began 
to drive market price trends downward. Purchasing power 
expanded as the average monthly wage increased by 20 percent 
in 1975, even though employment decreased by .4 Byacetste. 
The latter trend resulted primarily from Greek emigrant 
workers returning home, layoffs in the building industry 
overheated by the Junta, and new workers seeking employment 
mon the first time. 

A major concern of the Karamanlis government related to 
inflation and dealt with the money supply in the economy. 
weoemuchn Currency in circulation or on demand in sight 
deposits increased the possibility of an inflationary spiral. 
The growth rate in the money supply slowed down by 4.1 
percent from 1974 to 1975, primarily because private confi- 
dence in the economy returned and savings deposits increased 
Bye s2 percent compared to 18.5 percent in Opa = 

Finally, the 1975 reduction in the balance of payments 
resulted from an exchange rate policy which increased the 
competitiveness of Greek exports and exerted downward 
pressure on private demands for imports. Additionally, an 
increase in invisible earnings helped to reduce the deficit. 
Foreign travelers regained their trust in the stability of 


the Greek environment and increased their spending by 28 
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percent over 1974. Remittances from emigrant workers 
macreased 2.5 percent while returns from shipping moved up 
only 0.7 percent due to the world downturn in that market. *- 
The government easily financed the current account deficit 
with a substantial increase in foreign capital inflow which 
also expanded because of increased confidence in the new 
government's control over the political situation. 

Peeer stabilizing the economic environment in the first 
elghteen months of its administration, the New Democracy 
Party turned to adjusting the structure to meeting longer 
range objectives. Officials outlined their goals in a Five- 
Year-Plan for 1976 to 1980 developed by the Institute for 
Planning and Research. The proposal provided for growth 
in national income, but specified this as a means rather than 
an end, stating that “reforms alming at an improvement in 
structure and organization, leading to better education and 
social services as a means of creating conditions wherein 
a comfortable and intimately close family life can be 
enjoyed" were the ultimate Forsc Pe sspeci tically cited 


certain benchmarks: 


1) Increase production and incomes, 

2) Develop industrial units, 

Secontain pELce imcreases coOmpatibie 
WlEh principal trading partners, 

Pe Reecucortnc Current accounts deficit 50 percent 
Dy los0, 

5) Equalize income distribution between social 
classes and regions, 

6) Expand social services, 


which it suggested could be accomplished by an annual GNP 


increase of 6 to 7 percent (2 percent higher than the average 
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Ferecasted for Western European countries) and a yearly 
fmeesation mate no higher than 10 percent. “4 

@he Karamanlis administration quickly began several 
programs designed to realize the objectives in the Five 
Year Plan. Price control measures started in early 1976 
when authorities established a list of essential commodities 
which required importers to give advance notice and justi- 
Peeaeten fOr price increases. Officials expanded the list 
from time to time and postponed certain proposed increases 
when necessary. Other measures reduced wholesalers' profit 
margins, obliged producers to recommend retail prices, 
enacted fines against speculators, and established laws 
Sit ai bing monopolies.’ 

To improve the government's capability to administer 
pubeLG Drograms, monetary officials tackled the particularly 
resistant problem of taxation distribution. They implemented 
new measures which 1) increased the tax on dividend income, 
2) levied a capital gains tax on land and buildings of 
commerical, industrial and financial enterprises and 3) rein- 
forced regulations to combat tax evasion. Analysts expected 
these processes to yield over 4 billion drachmae in 1977, 
nearly 9 percent of budgeted direct tax Beventes. in 
the past, the majority of estimated total tax revenues came 
Boemeimaicect taxes (1976: 65 percent) which have low 


elasticity and can not increase in direct proportion to 


growth. Thus the revenues essential to administer the 
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expanding economy did not keep up with needs, requiring 
more and more stop-gap, indirect taxation of such things 
femedbs, luxury goods, entertainment and fuels. The new 
measures began to reallocate taxation to more direct 
sources which could expand directly with increased produc- 
tivity and income. The administration also began plans 
for implementation in January 1978 of a value-added-tax 
Ger, e©SSential for future EEC compatability. 

To enhance the development of industrial units, the 
government in 1975, formed a consortium of state-owned 
banks (ELEVME) comprising the National Bank of Greece, the 
National Investment Bank for Industrial Development and 
The Hellenic Industrial Development Bank. The newly formed 
public organization pooled its resources to "carry out large 
scale investment projects which privately-owned companies 
are unable or unwilling to undertake at this time"?! 
Sece 1ts Eormation, ELEVME acted as a holding institution 
to provide major investment funds for companies developing 
Greek mineral resources. In concert with the goals of 
ELEVME, the administration also formed the Public Petroleum 
Corporation (PPC) in October 1975, and charged it with the 
beceonstomitcy EO prospect, drill, extract, process, store 
Picmigm@strioute all oll and natural gas deposits in Greece. 
[iamOGtener, OfLriclals established the National Council on 
Energy to implement the government's long term plan for 
exploiting all indigenous energy forms, and in the Spring 


of 1976, the Parliament revised existing mining laws to 
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aasow the formation of the Institute for Mineral and 
Geological Research (IGME). This public entity allowed the 
state to prospect for minerals and develop an internationally 
competitive mineral industry. 

The government aiso addressed industrial expansion 
efforts toward the powerful and lucrative shipping industry, 
Specifically by encouraging "the investment of shipping 
Capital in shore-based businesses." Mr. Papadongonas, the 
Minister of Merchant Marine, stated: 

It 1S a well known fact, however, that 

besides being an inexaustable source of 

foreign exchange revenues, and an 

employer of a large number of men, Greek 

Merchant Shipping nas extended its 

Operation to other sectors of the 

economy. 48 
Officials accomplished the increased shipping industry 
involvement by strengthening two basic incentive laws: 
No. 2687/53 and No. 4171/61. These were the same measures 
used by the Colonels in their attempt to encourage foreign 
Pigesemeni. Modifying laws such as No. 159/75, clarified 
and redefined the allowable benefits by eliminating loopholes 
eestiy to the Scaeee These ammendments ultimtely increased 
the returns on the investments to Greece but did not appre- 
Ciably reduce the draw for foreign money. 

The incomes and social services equalization and expan- 
Sion disparities came under scrutiny by the regime shortly 


after the economy stabilized. In 1976, minimum wage and 


Salary rates increased by 17 percent for men and 20.5 percent 


42 











for women while measures voted for 1977 specified additional 
increases of 15 percent (19 percent for women). This 
schedule equalizes minimum wages and salaries between men 
and women in Monin 
Equalization between high and low pay groups did not 
occur as easily however. The government attempted to secure 
a wage freeze commitment from high salaried employees when 
nationally negotiating the 1977 minimum wage increases with 
Etipmeeycrs and employees. The higher paid groups would only 
agree to a small curb in their pay increase scales, completely 
rejecting the freeze philosophy. Mr. Papaligouras, Minister 
of Coordination, indicated that the government would not 
impose a wage halt but appealed to the high salaried Greeks 
to "understand where their duty lies toward their fellow 
countrymen, the farmers and the low paid workers. "?~ He 
insisted that what the government desired was not to require 
excesSive sacrifices of any one group, but to close the gap 
between the poor and the well off. 
To return some of the initiative in social improvements 
to the workers themselves, the administration reformed 
and modernized labor legislation. The new measures pro- 
vided freedom of action for labor unions, brought Greek 
fectetat2on im Line with international labor practices, 
provided greater protection for workers through the signing 


of a new labor contract, restored the right of the Institu- 


BIeweGteNational Collective Labor Contracts to draft labor 
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agreements and arbitration rulings without government 
interference. 
Finally, to reduce government spending and relieve 

some of the burden from the lower income citizens, Mr. 
Karamanlis instituted plans to reduce bureaucratic ineffi- 
Cclency and improve general economic effectiveness. He 
attempted these measures first, by demanding that government 
officials cease the practice of rousfeti — political 
patronage and favoritism — which often required more time 
of public employees than the accomplishment of their 
assigned tasks.>> He reemphasized this at his first 
cabinet meeting of 1977: 

Strictness in the enforcement of 

the just and correct methods in 

every direction and not a mis- 

interpreted leniency is the ele- 

ment which truly serves the 

interests of the people as a 

whole and of every class of 

citizen.>4 

Second, in March 1977, the government began a three 

month experiment centered on a continuous 9:00 A.M. to 
5:30 P.M. work day. Traditionally Greeks have split working 
hours with a three hour mid-day siesta from 2:30 P.M. to 
meen, Leopening their shops from 5:30 P.M. to 8:30 
P.M. The split time system causes problems with businesses 
dealing in international markets and generally contributes 
to a less efficient economic environment. In May the country 


returned to the mid-day rest policy for the hot summer months, 


and the results of the test are under analysis. 
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Third, to combat inequality in fares and general 
inefficiency pressures, the government purchased control 
of all public transportation companies. These included 
Sie schens electric trolley buses, the Piraeus~Kifissia 
railway, Olympic Airways and the EKTEL urban bus pool. 
Since then services have expanded, modern equipment has been 
purchased and availability increased providing more bene~ 
fies tO the low paid workers .>° 
In a broad perspective then, the Karamanlis government 
has attempted to focus on long range economic improvement 
goals by implementing specific plans and programs. In 
many cases they have succeeded in substantially enhancing 
the economic environment.>’ In 1976 Gross National Income 
meewro- 0 percent (1975: 4.1 percent) including an 8.8 
percent rise in industrial output. Manufacturing employment 
rose 6.1 percent, minimum wages and salarieS increased an 
average of 2.2 percent, the consumer price index climbed 
Say tl. / percent compared to 15.7 percent in 1975. The 
balance of payments picture stabilized with a current account 
weemett @f 51,092 million (1975: $1,088 million) as an 
increase in invisible receipts offset a higher trade deficit. 
Foreign exchange from tourism increased 28 percent, from 
Merchant Shipping 8.2 percent, and from emigrants’ remittances 
Zao percent. 
In the critical area of foreign investment projects, 


the government attained its goal of reinstilling 
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investor confidence, and contracts nigieaeee Those 


negotiated included: a $550 million shipyard, a cement 
Se ooiecomp lex im Pylos, 295250 million nickel industry 
expansion Dro} ect Sy Bodossakis Industries, a $200 million 
alumina project by Parnassus Bauxite, a $70 million cement 
factory in Volos by General Cement, numerous shipbuilding 
and repair yards and the $100 million Hellenic Aerospace 
Industries complex by Lockheed at Tanagra. This complex 
eeemeses tO bring in $25 million per year in currencies from 
around the world. The site will ultimately provide depot 
level maintenance for the state-owned Olympic Airways, the 
Hellenic Air Force (this work is currently performed by 
other NATO countries at a loss of foreign exchange) and 
Maintenance and manufacturing capabilities for airlines of 
world nations including the Middle Eastern countries. 
ig@ebo7b,, because of theis uneconomic and monopolistic 
conditions, officials reviewed nineteen of 600-odd contracts 
negotiated by the Junta. These included agreements with 
companies involved in major projects, such as the three firms 
which acquired th Onassis oil refining concession, the 
Oceanic Offshore Exploration Company doing the major under- 
sea drilling near Thasos, the Pappas Coca-Cola franchise and 
the Hellenic Steel Corporation. Most were renegotiated on 
terms more realistic for Greece while others were canceled. 
These accomplishments and the positive trends apparent 


in the Greek economy do not suggest that the major problems 
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have been solved. Mr. Laz Arseniou in a lengthy article 

in the Greek press cited what he felt to be a need for 

more drastic structural modification.» He demonstrated 

the problem, which he labeled "parasitism," by discussing 
dichotomies of waste and thrift. For example, he states 
that Athens has water supply problems severe enough to 
mequire diverting a river into the city, but still supports 
feeeiaagjer SOLt drink manufacturing plants in Greece. The 
wheat mills, once dependent on imported grain remain located 
eee POres even though the country is now self-sufficient in 
wheat. Tne grain must be transported from the central farm 
PemeocO the coast to be ground and then retransported to 
beysold, all at high cost. This raises the cost of bread 
Memclmost twice that of flour even though 100 kg of flour 
Mtelds 130 kg of bread. 

In another example, Arsenious suggests that a large 
number of penSioneers are reappointed to bureaucratic posts 
at generous salaries but perform only marginally, decreasing 
government effectiveness. Finally, he lists five basic 
economic problems: 1) A strike-it-rich-quick syndrome in 
the Greek market, 2) Ineffective and incomplete exploitation 
Seems aqercultural sector, 3) Foreign dominance of mineral 
industries, 4) Lack of industrial infrastructure, and 
5) Too much state intervention in economic processes. 
Although his argument is perhaps over-stated, Mr. Arseniou 
does provide food for thought in analyzing areas for 


Semeenurecing future efforts. 


47 








The OECD Survey of Greece for 1977 suggests that immediate 
problems have been solved efficiently, but that long term 
plans, particularly for restructuring the economy have not 
yet been detailed. This applies specifically to increasing 
Manufacturing output and employment, reducing the weight of 
maesccit-employed portion im non-agricultural income, and 
EpEevang the composition of the tax Saws ee 

A U.S. Government source suggests that major changes are 
megulred in two structures: agriculture and fiscal policy.°+ 
in the first, the report indicates that the extensive use 
of price supports and subsidies cause supply problems par- 
ticularly in the beef, veal and milk sectors. It points out 
that fragmentation of land holdings remains a problem, reducing 
productivity and efficiency, and that marketing practices 
employ small-scale independent wholesalers who don't have 
adequate storage, transportation, preservation or quality 
control capabilities. in the fiscal area, the report shows 
that Greece currently derives two-thirds of its revenue from 
indirect taxes such as customs receipts, consumption taxes 
and transaction taxes. It suggests that a shift to direct 
taxation 1s essential. 

Mr. Zolotas, the Governor of the Bank of Greece, cites 
Pens 1977 ceport to shareholders that stagnation of indus- 
trial investment is a major problem facing Greece today. °? 

He shows that large increases in industrial output have 


diminished excess productive capacity to zero and that new 


plants, factories and facilities must be brought on line or 
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productive capacity will begin to decline. He contends 
that world conditions will of course have much to do with 
cemand levels, but that bureaucratic procedures governing 
investment must be simplified to allow maximum input of 
capital for development projects affecting the supply of 
Greek goods. He further indicates that foreign investment 
and technology must be attracted and suggests that a 
favorable environment for this can be established by: 

1) Simplifying development incentives, 


2) Adopting a lasting tax system supporting 
long range development, 


3) Simplifying and clarifying policies toward 
foreign venture capital, 
4) Strengthen competition in production and 


Elstner suclion ef goods by eliminating 
government controls and introducing 
Stimet antl—-meonepelistie legislation. 
Collectively, the sources referenced and many others 
indicate that long range planning is essential for the 
ultimate improvement of the Greek economy to a level desired 


by herself and Western Europe. Some of these plans nave 


already been compiled, while others await development. 


ECONOMIC PLANNING 

Mr. Karamanlis is vitally concerned with the extent of 
Greece's Gefenses against Turkish forces in the event of war. 
mmr o77, Ehe government allocated $1.7 billion or 25 percent 
of its $6.2 billion total budget for defensive purposes; 
a 35 percent increase over 1976, making her the third largest 


defense spender in nato. °° 
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GREEK DEFENSE BUDGET 
(Serio U.S. ) 


97 4 eo 19r6 be) 7 I 


602 810 1,049 ie, OO 


source: Intelligence Report Greece, p. 10. 


A Defense Marketing Services Report, completed in 
February 1977, indicates that Greece plans to spend an 
average of $335 million annually over the next five years on 
defense articles. Purchases will include US FI6A fighter 
aircraft, French Mirage F1CG fighter aircraft, French La 
Combattante III fast attack missile boats, German Type 209 
Glavkos Class submarines, French AMX 30 Tanks, various 
missiles including the Exocet surface to surface and TOW 
anti-tank weapons, and a myriad of electronic surveillance 
and warning equipment. 

To offset such extensive defense expenditures, Greek 
plans include the receipt of aid and assistance from several 
countries.°> US Military Assistance Program (MAP) aid 
fms allocated $33 million in FY77, $33 million FY73 and 
Sees Oroyected £O gO higher in future years. On July 238, 
1977, the United States administration and Greek Parliament 
agreed to a $700 million four year assistance package which 
allows the US to retain installations at Hellenikon Airbase 
imeathens; Nea Makri (communications); Souda Bay, Crete 


(USN facilities); and Heraklion Airstrip, Crete. West 
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Germany Supplied about $25 million in military aid in 1976, 
and along with Belgium, France, and Italy has agreed to 
long-term credit sales contracts for arms procurement. 
Until the hostility with Turkey begins to lessen, plans for 
increased defense spending will remain a significant factor 
in Greece's long range economic projections. 

Michael Wall suggests in his September 1975 Survey of 
Greece that in addition to defense spending needs, the 
Karamanlis government must address at least seven major 
areas in its long range planning process. °° First, he 
Cites the exploitation of indigenous raw materials. The 
administration has made strong efforts in this area with 
the development of the banking consortium (ELEVME), the 
Piero Percroleum Corporation (PPC) and the Institute for 
Mineral and Geological Research (IGME).. Much remains to be 
done however, particularly in the improvement of extraction 
processes. 

Second, and closely associated with mineral development, 
he contends that Greece needs to be much more self-sufficient 
Zeeoneoogy- improvement here will notonly provide indepen- 
dence from world oil pressures but will eliminate a substan- 
tial portion of the balance of trade deficit. Government 
mlbanning tO this point has concentrated on oil exploration 
and solar, hydroelectric, lignite and wind power projects. 

Third, Wall mentions the perennial agricultural nemesis, 
Suggesting that increases in productivity, irrigation capa- 


bility, the quantity and diversity of exportables, processing 





@apaetey, and self-sufficiency in meat production are 
essential for improvement in this sector. In November 1976, 
EromrtiStry Of Agriculture cutlined an agricultural 
development program which included: 

1) Increasing the average size of land holdings by 
Macing available 10,000 hectares (1 hectare = 2.47 
acres) of state owned land (from abandoned plots 
and drained lake beds) to landless farmers for 


Feoupetarming, 


2) Similar endeavors to develop 500,000 to 600,000 
hectares of community and privately owned land, 


3) Tax incentives and credits to encourage land 
consolidation, 


4) Assistance to producers in organizing local markets 
for better distribution of fruits and vegetables, 


Weeetnewtestrueturing of producer prices along world 
market lines to encourage the cultivation of crops 
with more international demand, i.e., cotton and 
eurum wheat. 

Associated projects include a $30 million endeavor by the 
International Bank for Reconstruction and Development (IBRD) 
to investigate processing and marketing practices, and two 
irrigation projects financed by World Bank loans with which 
the government plans to increase irrigated land by 24,000 
to 90,000 hectares a year. 

Fourth, Mr. Wall cites the continued narrowness of the 
Greek manufacturing base despite efforts by the Karamanlis 
megimo fo broaden it witn projects like the Tanagra Aero- 
Space Complex. He links this problem to the traditional 


"closed shop" of Greek entrepreneurs which he asserts must 


be opened to those who have gained talents and experience 
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as migrant workers and wish to enter the business world at 
home. He suggests that Greek financial institutions must 
become involved in the two areas and take the initiative 
to meet the needs of the industrial community. 

Monetary officials in 1976 were able to improve the 
financing capability of the banking system by the issuance 
of a bank bond plan. This action reduced the dependence 
of commercial banks on the central bank (Bank of Greece), 
Peevided more financing to the public, and created an 
appropriate climate for reactivation of the general bond 
market. °° In October of that year, the Committee on the 
Capital Market reported: "The time now is propitious for 


Emesecovery Of the Greek stock market."°? 


Also, the National 
Monetary Plan, established to maintain monetary equilibrium, 
acquired increased credibility in 1976 when the Bank of 
Greece established two new committees to monitor credit 
trends and analyze the month-by-month targets of the plan. 
Finally, Mr. Wall addresses regionalism, pointing out 
that the ever-expanding Athens-Piraeus and Thessaloniki 
complexes are the only two urban centers developed enough 
to continuously attract economic activity. The government 
momwelleaware of the restraining effect this polarization 
has on the economy and has enacted a plan (Law No. 289/1976) 
which provides special incentives for productive business 
enterprises (agricultural, tourist, workshop-industrial, 


Sree to locate away from major industrial centers. The 


plan divides the country into five sectors A to E (A - major 


ays: 





industrial, E - most remote) and provides progressively 
greater benefits in more remote locations.” 

Creretals laemid—-1977 also negotiated a World Bank loan 
of $35 million towards an $81 million plan for the develop- 
ment of north-eastern Greece. /1 This regional development 
project includes investments in agricultural development, 
agro-industry, roads and community education facilities 
waeecalls for raising incomes and improving the quality of 
life in the rural areas concerned. 

Mr. Constantine Doxiadis in an article for the London 
Times, asserts that the government is finally beginning 
to realize that long range planning for Athens is absolutely 
essential if the city is to survive and not degenerate into 
an urban ghetto. /* Hew peints Out that Gfticials are care- 
fully considering the Third Environmental Plan for Athens 
developed in 1974 which contains programs for transporta- 
tion, the movement of the international airport to the 
island of Makronisos and the establishment of a LANWAR 
(land, water, air) system joining Athens and Piraeus. /* 

To relieve regional imbalances in citizen inequities, 
the government announced in early 1977 a new long-range 
health care program. /* The plan strives for a significant 


improvement of health care services and includes: 


1) Five new hospitals situated around the country 
with a total of 3500 beds, 


2) 200 new multi-bed clinics located in the rural 
areas, 
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3) An “agrarian doctors" corp to serve the farm 
population, 


4) Expanded availability of drugs and medicines in 
the countryside, 


5) Establishing a National Health Council to improve 
the structure of the medical profession. 


Thus it 1S apparent that the Karamanlis government has 
evaluated at least the major areas of immediate economic 
weakness and in most cases provided plans for rectification 
or improvement. As previously cited, the OECD Survey for 
1977 on Greece suggests that the focus of Greek economic 
planning should now shift to longer range goals with atten- 
tion to specific implementing techniques. The basic struc~ 
tural problems that Mr. Karamanlis faced during his first 
tenure aS Prime Minister (1955-1963) still exist and must 
be removed if Greece is to pass into an association with 
Western Europe as a modernized and industrialized partner. 

One note of caution must be interjected. The International 
Memetary Fund (IMF) in its 1977 annual report contends that 
a "general unsatisfactory" economic situation exists in the 
world today and warns governing politicians that "excessive 
Stimulation of business activity can give rebirth to inflation 
and another recession. The quick fix leaves the nation in 
worse shape than before. Because of constraints imposed by 
inflation or balance of payments difficulties, fiscal and 
monetary policies must be kept under ager ade, Ot Mae: 
Karamanlis then, is faced with a dilemma. He must make all 


Mes-ento prepare his country for EEC accession but he must 
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go slowly enough to prevent a disastrous collapse of the 
structure he has built so meticulously over the last 
three and one-half years. How he solves this dichotomy 
may well determine the speed at which full EEC membership 


comes for Greece. 
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THE GREEK-EEC RELATIONSHIP 


THE ASSOCIATION AGREEMENT 

Under the leadership of Konstantine Karamanlis, the 
Greek government decided as early as 1959 that a strong 
formal relationship with the countries of the European 
Community could substantially enhance Greece's economic 
development goals. As a result, the original six members 
of the European Economic Community concluded an Agreement 
of Association with Athens on July 9, 1961 which became 
eerece! Ve On November 1, 1962 after ratification. This was 
the first association agreement to be formalized and con- 
stituted an arrangement signifying more than just a customs 
union between the parties by providing the opportunity for 
Greece to attain full membership in the Community at some 
future time. 

To establish the Athen's Treaty, the EEC acted under 
Article 238 of the original Treaty of Rome which provides 
that the Community can enter into formal agreements of 
association with other international entities character- 
Mmecmoyerecitorocal rights and obligations, joint actions 
and special procedures.* The new relationship required the 
establishment of several special institutions for adminis- 
trative purposes including an Association Council composed 
of Ministers of the Six, members of the Greek government 


and a representative of the European Commission. The council 
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in turn designated an Association Committee to assist in 
preparing material for meetings and investigating major 
problems as they became apparent. 

In April 1963, the Council further expanded the adminis- 
Brattve function by creating the Joint Greek-EEC Parlia- 
mentary Committee currently consisting of fifteen represen- 
tatives from both the Greek Parliament and the European 
Parliament. This thirty man body provided the major forum 
for discussion and analysis of association concerns and 
provided a checking mechanism for the rulings of the Associa- 
tion Council. Since Greece applied for full EEC membership 
meeoume 1975, this body has supplied the major forum for 
the resolution of differing opinions and the development 
of accession Silane. - 

Article Two of the Association Agreement specified three 
major objectives: 


1) The establishment of a customs union, 


2) The promotion of joint measures by the parties 
and harmonization of their policies in a number of 
fields (chiefly agriculture, movement of persons and 
services, competition rules, taxation, legislation 
On administrative provisions relevant to the func- 
tioning of the association, other areas of economic 
policy, notably exchange rate policy), 


Seeiems@making AavVallable to the Greek economy of resources 
which will assist it to develop at a higher rate. 


The Community established these tenets to assist Greece in 
developing sufficiently to eventually acceed to full 
membership. 

Because of the expanding nature of the Hellenic economy, 


the initial drafters of the agreement specified that no time 
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limit be placed on the period of association. However, to 
facilitate an orderly and progressive movement towards the 

goal of Greek accession, the authors included certain schedules 
in the articles of the treaty. For Greek exports to the 

EEC, all tariffs on manufactured and agricultural goods not 
Specitied in special pretocols (No. 10 and Nos. 14-17), 
immediately dropped to the intra-EEC level on November 15 

1962. By July 1968, subsequent reductions eliminated the 
tariff on all Greek manufactured goods exported to the 
Community (about one third of total exports to the BEC) 

Protocols No. 10 and Nos. 14-17 cited special provisions 
meememe ©xport of tobacco, currants, sultanas, wines and 
Saves) tO the Community. For unprocessed tobacco and raisins 
(Currants and sultanas), major Greek export items, the EEC 
customs duty dropped to 50 percent of the existing third 
country level in 1962 and ended completely in 1968. Olives 
immediately enjoyed a no tariff status and olive oil faced 
only minimal quantitative restrictions. The original agree- 
ment provided for unlimited export of Greek wines to the 
Benelux countries, but faced a total bottle restriction to 
Germany, Italy and France. 

Beeause Of the duplication of the production of Citrus 
fruit, grapes and peaches in the EEC countries, the agreement 
specified limits on the quantity of these goods imported 
from Greece under reduced tariff conditions. The Association 


Council reserved the right to specify the allowable quantities 
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based on current conditions. The following table summarizes 
the approximate tariff restrictions applying to Greek exports 
to the Community. It indicates that favorable conditions 


existed very shortly after the inception of the Association 


Agreement. 
TABLE 2=] 
Pees takiIehS [IMPOSED ON 
GREEK PRODUCTS 
Pmopeortlon Of EOtal 
Predict Greek exports to EEC Tariff imposed 
Manufacturing Goods about one-third 9 (since 1968) 
ieoacco about one-third 9 (since 1968) 
Raisins about one-tenth % (since 1968) 
Fruits and Vegetables about one-tenth varies from zero 
to 20 percent 
source: Yannopoulos, Greece and the EEC, p. 7. 


To preserve market stability, Articles 41, 42 and 43 estab- 
lished agricultural safeguard clauses which provided for 
Minimum price systems and countervailing charges. These 
two methods of protection can be used by either Greece or 
the EEC to maintain base import prices on certain products. 
The agreement outlines more specific schedules for 
aligning Greek import tariffs with those of the EEC. For 
goods from third countries (non-EEC), Greece agreed to apply 
Sfemeonmmuntty's Common Customs Tariff (CCT) to all indus- 


Maree tEOdUuctS according to the following schedule. 
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ae be 2-2 


CUMULATIVE REDUCTION OF DIFFERENCES BETWEEN 
GREEK AND CCT RATES 


Dates Percent 

May i 1970 20 

Nev ll, 1975 50 

Nev 1, 1979 80 

Nov l, 1984 100 

source: Bulletin of the European Communities, 


Supplement 2/76, p. 23. 


The Association Council retained the capability to grant 
Seepelons £LOr COUntries with which Greece has bilateral 
eesecements and allow tariff rates lower than the CCT. The 
total value of these special allowances however, can not 
epxeeed 10 percent of the value of Greek imports from third 
BeMmertes., Tariff harmonization on agricultural imports 
Beem Mon-ERC countries still depends on the evolution of the 
Common Agricultural Policy (CAP). Greece has not yet 
implemented this sytem and still determines its own tariff 
schedule on these products. 

For goods imported from the EEC, the agreement definec 
tariff harmonization schedules by category. Levies on 
manufactured goods not produced in Greece at the time of 
the agreement required progressive reduction over twelve. 
years reaching zero in ley” The agreement provided cer- 


tain exceptions to this plan for products of new industries 


66 








Started after 1962. For manufactured goods already produced 


in Greece, the tariff reduction schedule extended ioe 


6 


twenty-two years. The ten year extension allowed addi- 


tional time for growth and stability in the particular 


industries. 
TABLE 2-3 
TARIFF REDUCTION SCHEDULE FOR EEC 
IMPORT ITEMS ALSO MANUFACTURED IN 
GREECE 
Date Percent 
May l, 1977 52 
Nov Ll, 1973 60 
May 1, 1980 68 
NO seer 9 8 i 76 
NOV leo s 2 84 
Nev 1, 1983 92 
Nov 1, 1984 Oe 
POUsece: Yannopoulos, Greece and the EEC, ,p. 9. 


Greece also agreed to abolish all quantitative restrictions 
On manufactured articles in both categories by 1984. 

fewer t Geductions for agricultural imports from the 
EEC followed similar lines. For goods specified in Annex 
III of the Association Agreement and generally classified 
as exported or exportable by Greece (with the exception of 
Wine), the twelve year reduction schedule applied. For 


goods listed in protocol No. 13 and generally classified 
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as exported or exportable to Greece by the EEC countries, 
the 22 year schedule applied. This category included dairy 
products, meat and rice and required more rapid reductions 
for certain items such as ham - 40 percent, cheese - 35 
Pe-eemt and butter —- 30 percent by ime. The tariff con- 
ditions established by the Association Agreement provided 
an equitable atmosphere for the development of Greek trade 
during the long transitional period. 

iv-segreement also specified that by 1977, workers would 
be free to move between Greece and the EEC in accordance 
with two provisions of the Treaty of Rome. ° Article 7 
Peeiwoits discrimination of grounds of nationality and 
Article 48 ensures the free movement of workers within the 
Community. Greece traditionally has relied on remittances 
from migrant workers to offset a large portion of the balance 
of payments deficit and implementation of these articles 
greatly enhanced the opportunities of the Greek workers. 

eh aermimeertant tenet; Protocol No. 19, granted finan- 
Clal aid from the Community for the development of the 
Greek economy and its expansion to complementary status with 
the EEC. The Protocol designated long term (twenty-five 
year) loans from the European Investment Bank to be used for 
financing investment in the industrial infrastructure and 
for expenditure on imports to cover the trade gap the aboli- 
PUOUmOn taritts might create. A restriction limited the 


anemmerorewinvestment to a maximum of S125 million for the 






first five year period. Assuming renewability, total funds 
could have amounted to over one-half billion dolars for the 
twenty-two year period specified in tariff schedules. 
Servicing of the debt at 6 percent interest would not have 
started until after Greece became a full member of the 
Common Market.” By the end of the first five year period 
however, Greece had absorbed only $69 million of the $125 
million maximum and when the Army colonels took control of 
the government in April, the Community suspended the proto- 
col and froze the remaining $56 million. The five year 
period subsequently expired on November 1, 1967. 

With the restoration of democracy in Greece and the 
reactivation of the full Association Agreement, the Karaman- 
lis government requested and received the balance of the 
investment funds in December 1974. Monetary officials fully 
allcocated these by the end of 1975 and urged Onee a second 
financial protocol be concluded as soon as possible to 
meet the rapidly growing investment needs. Bureaucratic 
inertia delayed resolution of a new protocol until February 
1977 at which time Greek and EEC officials signed a $336 
Million agreement making funds available until October 3l, 
EecieeeeO@netne total, $66 million in grants were approved 
and $270 million in loans from the European Investment Bank 
were earmarked.~° 

Based upon growth trends during the first five years of 
the Association, it can be conjectured that Greece would be 


Peelibeemember Of the EEC today 1£ not for the seven year 
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intervention of Papadopoulos and the military oligazeny . 
Yannopoulos discusses the effects of the limitations the 
EEC placed on Greece during this period and emphasizes that 
although aid funds and policy harmonization efforts were 
suspended, tariff reductions continued as Geecn led He 
points out that EEC action limited the Athens Agreement to 
Mess current administration" (géstion courante) which 
involved the suspensions mentioned but did not really 
freeze evolution of the agreement as desired by the Community. 
In fact, because of the complicated process necessary to 
keep the tariff arrangements functioning between Greece and 
the EEC, several portions of the original treaty had to be 
modified. 

Yannopoulos cites as an example the conditions surrounding 

‘ 

the movement of Greek wines. Since Greece had not accepted 
MieweaP prior to the April 1967 coup and the activation of 
the "common market for wines" became effective in December 
1970, the arrangement for importing Greek wine (different for 
each country) became unwieldy. The Association Council did 
not want to suspend the Athens Treaty totally, and therefore 
nad no choice but to harmonize Greek wine agreements with 
the Community. This circumstance and other similar cases 
yielded a "piecemeal harmonization" which eventually ren- 
dered the limitation of géstion courante an empty threat to 
the Junta. 


When democracy returned to Greece in July 1974 and Mr. 


Karamanlis led his New Democracy Party to victory in the 
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November election, a major tenet of his winning platform 
vigorously supported immediate accession to the EEC. The 
Association Council restored the Association Agreement in 
pepcember 1974 and on April 28, 1975, the three new Community 
members, Britain, Ireland and Denmark signed an Additional 
Protocol with Greece which became effective in ayy ge 

The supplementary agreement immediately cut tariff rates 
on Greek agricultural and industrial exports to the three 
by 60 percent, further reduced them by a total of 80 percent 
in 1976 and completely abolished them by the end of 1977. 
For imports into Greece, the protocol applied the same 
classifications of goods used for the original twelve and 
twenty-two year reduction schedules. For those items 
falling into the shorter category, the agreement cut the 

‘ 
duties charged by 60 percent on July 1, 1975, increased the 
reduction to 80 percent in January 1976 and applied no 
Peeeeer atter mid-1977. The duty on products in the Tonger 
term schedule dropped progressively over the two years 
pellovweng the Signing, to align them with the 52 percent 
meee erfective in May 1977. Quota restrictions, with the 
exception of a few items, were eliminated. 

Mr. Stephane Stathatos, Greece's ambassador to the 
Community, delivered the Greek application for full member- 
Seeemoummne 12, 1975. The EEC Council of Ministers accepted 
Brew eoelecation and, in accordance with Article 237 of the 


Rome Treaty, requested an official opinion by the European 
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Commission. The opinion, rendered in January 1976, recom- 
mended "that a clear affirmative reply be given to the 
Greek request and that negotiations for Greek accession be 


opened. "+3 


The Commission included a suggestion, however, 
that a transitional, pre-membership period would be in the 
best interest of Greece as well as the Community. 

The Greek government reacted violently to the proposed 
delay. Mr. Karamanlis recalled his EEC ambassadors and 
summoned the ambassadors of EEC countries to explain in 
emphastic terms tnat Greece wanted "immediate full integra- 


tion, not second-class membership."*4 The Greek press head- 


lined the Commissions recommendation as "EC Blackmails enaaeet = 
and John Pesamazoglu, the leader of the Greek delegation to 
the Joint Parliamentary Committee, addressed the problems of 
pre-membership iiecrengihy article Sriilisied simultaneously 
in The World Today and the German Europa-Archiv.~° He asserted 
that the problems cited by the European Commission were 

Ongoing ones which could be addressed as well during the 

period of preparation for full membership as in some vague 
transitional time span. Signor Altiero Spinelli, the Italian 
industry member of the Commission, in a dissenting opinion 
Supported the Greek point of view and stated that any two- 
tiered integration system such as the one suggested, could 
undermine the Community by driving a wedge between the 

weaker southern states and the stronger northern omeaen 


Taeme@enncl.!. Of Ministers heeded the backlash of comments, 


Seeeoad ene Commissions Opinion, and in February gave the 
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go-ahead for full scale negotiations without mentioning 
any pre-accession period. Mr. Karamanlis hailed the decision 
in a public statement on February 10, 1976: 

ft am convinced that Greece will justify 

Ciewerust placed Girmmer by the other 

countries of the European Community and 

that she will become a positive and creative 

element within Europe. 
He also perceptively observed: 

Piewa@ad loadwag teoeour stull integration 

in Europe will be neither short nor 

easy. For in the negotiations which 

follow, important economic and technical 

problems will have to be solved. 
in response to this need, Mr. Karamanlis ordered the forma- 
tion of Six special committees to examine areas of the 
economy and make recommendations for their adaptation to the 
Community. The areas included: primary and secondary 
production, employment, trade, international relations, 
pace population. 

With regard to the speed of accession proceedings, 
optimistic opinions projected an eighteen month period for 
negotiations followed by a year for ratification, setting 
the actual accession date at Jan 1, 1979. However, Mr. 
Papaligouras, then Minister of Coordination, indicated in 
July 1977 that negotiations had just moved into the second 
of three mandatory phases. He stated that both sides had 
expressed their original positions and that now negotia- 
Eonmmwemha move to “the more technical, more difficult and 


—. ins, 
more specialized" second stage beginning on October 17th. 
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He would not make a prediction about the duration of the 
second and third rounds, but indicated that negotiators were 
making good progress toward a final agreement. The 1979 
date does not allow much time for completing negotiation 
and ratification proceedings in ten countries. 
The Joint Greek-EEC Parliamentary Committee has con- 

vened three times between December 1975 and January 1977 
to discuss matters pertinent to the association agreement, 
the progress of the accession proceedings and the political 
problems of both sides. In a report covering these three 
sessions, the Committee on External Relations recommended 
Paar the European Parliament adopt a resolution, in part 
Stating that: 

Solutions to the problems arising from 

the transition to (Greece's) full mem- 

bership must be sought through the 

adoption of transitional measures and 


not by means of adjustments to Community 
rules. 


Since Greece's accession to the EEC must 

promote the interests of both sides, 

appropriate and mutually advantageous 

solutions will have to be found during 

the accession negotiations to all the 

problems inevitably posed ey the transi- 

tion to membership status. ¢ 
In light of these statements and the speed of subsequent 
progress made by the negotiators at the technical and 
ministerial levels, a more realistic projection for an 
actual accession date would now be January 1981. 


Greece has taken a broad but consistent position 


during the various accession negotiations. Some of the more 
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important stands concerned: 1) Regional policy, in which 
Greece asked for no special concessions except that the 
country be considered a "single developing region" for aid 
purposes; 2) Agricultural policy, in which Greece agreed 
to immediate adoption of the Common Agricultural Policy 
with three exceptions. First, for tobacco and eating 
grapes, Community regulations will have to be revised to 
include Greek varieties, and for peaches, eating grapes, 
Gltrus fruit and wines, additional transportation cost off- 
sets will have to be worked out. Second, transitional 
arrangements will be necessary to implement Community machinery 
and common prices: for beef, pork, milk and dairy products, 
five years; eggs, three years; flowers, plants and seeds, 
two years. Third, new market organizations do not exist 
and will have to be developed for bulk cotton, dried grapes, 
figs, alcohol, pine resin and sheep and mutton; 3) Third 
country relations, in which alignment of Greek duties with 
Common Custom Tariffs will be gradual over a five year 
transitional period at the end of which Greece will adopt 
EEC preferential concessions to appropriate countries. 
Negotiators for the Community have not accepted these 
positions but as Mr. Papaligouras stated, the original 
desires are out in the open and the remaining negotiation 
periods will make the necessary modifications to reach a 


mutual agreement for accession. 
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Xenophon Zolotas in his analysis of the Greek-EEC 
relationship emphasizes that the fifteen years of associa- 
tion with the EEC have significantly aided the Greek 
Beonomy . “* He also preSents statistics to show that the 


record of Greek growth since 1962 compares more than 


favorably with the other countries of the Community. 


TABLE 2-4 


AVERAGE GNP GROWTH 
Ney 2) ade el Be 7 a. 


(percent) 
Greece 
EEC S1x 
EEC Nine 

TABLE 2-5 


GREEK GNP PER CAPITA 


1962 1/3 of EEC Six average 
1974 1/2 of EEC Six average 
TABLE 2-6 


AVERAGE ANNUAL PRODUCTION 
GROWTH RATE 
(percent increase) 


Primary Production Industrial Production 
1962 to 1974 PIG2 corto 7S 

Greece 4.7 9.4 

JN, Sale 220 Wee 

EEC Nine not available ase 
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BLEW 22 7) 


AVERAGE ANNUAL INCREASE IN 
GROSS FIXED CAPITAL 
TROIS VS ARO INEM S 72° ae) Ils ys 


(percent) 
Greece 
BEC Six 
EEC Nine 

TABLE 2-8 


GREEK INDUSTRIAL AND HANDICRAFT 
PRODUCTS EXPORTED 


Ik SSF: L974 
Percentage of 
total Greek 
exports esa: 2 ie rs, 
Percentage of 
CXPOrES LO ERC S1x 4.8 oyna h 
Tee Lee 2-9 


GREEK INCOME AS A 
PERCENTAGE OF GDP 


IL SNe IS 7s 1976 L304 
Secondary Production Dees. ce. Brae cise, 
Manufacturing Ieee! 2 pole i Sipe A, 
AGateulceure Don ie. not available 


* Projected percentage of GNP, Greek Press and 
Information Service, Occasional Paper No. 5, 1977 


Source: Tables 4-9: Zolotas, Greece in the 
European Community 


In a similar study, Yannopoulos concluded from mathematical 


analysis that: 


a 





The preferential treatment accorded to 

Greek products in the EEC markets by 

the Association Agreement has indeed 

exerted a strong beneficial effect on 

Greek exports to the EEC and that the 

extent of disadvantages through trade 

diversion have been practically 

negligible. 23 
In fact, the share of total Greek exports sent to the 
Community increased from 35.3 percent to the Six in 1962 
je 20.1 percent to the Nine in iOS eas 

These studies verify that the fifteen year formal assoc- 

lation of Greece with the EEC has been beneficial to both 
Pie SEC and the Hellenic nation. The question remains 
whether accession to full membership will benefit the two 


parties equally as well. 


ADVANTAGES AND DISADVANTAGES OCF ACCESSION 

The benefits of Greece's accesSion to the EEC are not 
as obvious for the members of the Community as they are 
for Greece, but appear to offer much. First, Greece's geo- 
graphic location provides a stepping off point for European 
markets to expand into the Middle East, Africa, and even the 
Balkan states as world tensions shift away from bi-polar 
Orlentations. Greece has already made inroads into Middle 
Bast and African industrial markets particularly for cement 
and civil engineering consultation. Second, the destruction 
of Beruit, at one time the financial center of the eastern 
Mediterranean, forced large numbers of major institutions to 
relocate and many have selected Athens. The shift focuses 


European financial interests on Greece and provides the 
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arena for major monetary negotiations. Finally, the tra- 
ditionally sound relationship between Greece and the Arab 
nations provides a two-way gate for Arab/European contact 
in a stable environment, a critically important factor when 
considering the oil question. 
A quantifiable benefit for the Community is the addition 
Of Greece's merchant fleet of twenty-five million gross 
megastercd tons (grt) to the Community's seventy-five million 
Slee cxisting capability. This will raise the Community's 
Share of world tonnage from one-fifth to over one-third. 
Considering that the Community's external trade is mostly 
Seaborn and that it accounted for nearly 40 percent of total 
world trade in 1975, a 33 percent increase in the fleet is 
significant.“> 
Mr. Ortoli, Vice-President of the European Commission 
cited another advantage for the Community in May 1977 during 
a Brussels symposium dealing with Greece's entry. He indi- 
cated that he viewed the enlargment as a stimulus for the 
Community to "take itself in hand, ... strengthen its capacity 
and reinforce its Alone This view iS supported by 
Other officials who have indicated that the demands placed 
on the Community by a new member in a developing phase of 
growth will aid the EEC in a fundamental reassessment of 
its purpose and direction. The decision to directly elect 
the European Parliament in 1978-79 and provide it with a 


real mandate may be the first step in this process. 
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The composition of Greece's agricultural production has 
caused many reservations about the nation's accession by 
Community members producing competitive goods. Greek offi- 
clals point out, however, that if Greece has access to EEC 
funds as a full member, it can assure that its agereuecural 
exports become more complementary by switching to early or 
late season varieties, by processing more produce and by 
broadening the types of vegetables produced. Full member- 
Ship, taken in this light, will benefit the farming sectors 
of the Community by relieving competition for such items 
@s Citrus fruit and tomatoes. 

Mr. Zolotas cites one other advantage for the Community 
which is often overlooked. He points out that Greece has a 
large variety of unexploited minerals including bauxite, 
nickel, iron, copper, magnesium, chromite, asbestos, lead 
Baa zine. Recently, geologists have found significant oil 
reserves in the Iconian Sea with producible estimates 
ranging from 40,000 to 80,000 barrels per day. These 
resources offer the energy and mineral-hungry community 
nations an additional store of required materials and provide 
investment opportunities for exploitation and development. 

These benefits, available to the Community with Greece's 
accession to full membership, offer significant advantages 
not otherwise available. Of course, there are many drawbacks, 
often cited by critics of the plans to expand the Community 


eo ten. 
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The budgetary expenditure required for Greece's accession 
to the Community is most often mentioned as the major disad- 
vantage of the union. The Commission Opinion submitted to 
the Council in January 1976, indicated that to take Greece 
into the Community would cost approximately 453 million 
units of account ($544 million at 1 u.a. = $1.20) in terms 


Beene 1976 budget. 


PAS ees Le 


EEC EXPENSES FOR GREEK 
Beer So LON Vins ean) 


Bometeultural Policy 
(European Agricultural Guidance 
and Guarantee Fund - EAGGF) 


Guarantee 220 
Guidance 60 
peelal Policy (Social Fund) 40 
Regional Policy (Regional 
Development Fund) LLOQ 
Research Policy 
Administrative and Personnel Costs 20 
Semrecetion Costs _ 8 
453 
Source: Bulletin of the European Communities, 


Supplement 2/76. 


The EAGGF Guarantee section finances support buying of 
farm produce and pays export rebates when Community prices 
rise above world prices. The Commission based their esti- 
mate for this section on the application of market rules 


to 1975 Greek agricultural production and determined the 
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Mee ©Or approximately 220 m.u.a. primarily in PEOCwe Elon 
Support buying. EAGGF guidance section funds are earmarked 
for modernization projects, and the Commission calculated 
60 m.u.a. for structural reforms in farm modernization and 
produce distribution plans. Rules of matching for guidance 
funds imply an application of three times this amount by 
the Greek government for the same period. 

Tie-weommunity's social fund supports the relocation and 
training of workers within the member states. Based once 
again upon restructuring needs and the shifting of a sub- 
Stantial number of Greek workers from agriculture to indus- 
trial jobs, the Commission roughly estimated the 40 m.u.a. 
figure. 

The Regional Development Fund finances investments in 
areas receiving national aid which have per capita incomes 
below the Community average. Lack of specific information 
about conditions in the different regions in Greece handi- 
capped the Commission's capability to objectively estimate 
the needs for a regional policy. They finally suggested 
mivem.u.a. based upon a population pro-rated share of 
Mesedand’s 84 m.u.a. and southern Italy's 520 m.u.a. set 
aside for 1975 to 1977. The estimate included consideration 
for Greece's large regional disparities. 

The validity of the Commission's figures can be questioned 
because of the subjective methods used to obtain them, but 


the numbers do serve to put a concrete value on the cost of 
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eee eereececoston. ft 15 interesting to note that the 453 
Meio ts Only 6 percent of the total 1976 EEC budget. 
Greece probably could have contributed about 150 m.u.a. to 
Piemeonmmuntty, Gropping the net cost to the Nine to about 
300 m.u.a. or 4 percent of the budget. This figure was 
Pessethan halt the compensatory amounts paid out to Britain 
alone in LnGewe The Greek government also points out that 
a large portion of the cost will be used for funding invest- 
ment projects which will reduce the aid required in the 
future as Greece's economic infrastructure becomes modified. 
In the agricultural sector, a second disadvantage to 
the Community 1S cited by those who feel that Greece may 
provide an overly competitive amount of the same southern 
Mediterranean goods already produced by Italy and France. 
iiewstatlstics aceually refute this contention. Farming now 
accounts for only 16 percent of GDP in Greece and total 
agricultural output would be a mere 5 percent of Community 
Purpucw exeorts by Greece to the EEC are 70 percent indus- 
Exylial and 30 percent Be eae while Greek wine, a critically 
@Benecesteasittem, 1S only 1.5 percent of total EEC wine imports. 
Greece has also stated in accession negotiations that she 
will be able to apply CAP mechanisms immediately upon attain- 
ing full membership in the Community to all markets including 
fruit and vegetables, oil and fat (olive oil) and wine. This 
means that Greece will have to accept the official yearly 


product prices set down by the Council of Ministers and 
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abide by the same rules controlling the sale of similar 
products by other Mediterranean member countries. Addi- 
Plenty, as fas already been pointed out, utilization of 
EAGGF guidance section funds may well allow Greek agricul- 
ture to restructure toward products which are more comple-~ 
mentary to the EEC markets; something she can not presently 
ameord tO do. 

Phe wemarks by the Commission in the January 1976 
Opinion summarize the effects of Greek entry on Community 
aeerecultural conditions. 

Greek entry should not give rise either 
to major changes in the level of the 
@ommunity s self-sufficiency for 
dgm@lem@eeuina! OLOGUGtS nor confront the 
different kinds of market organizations 
Within the Community with a substan- 
Cttvwecdiet herent SLtUuation. With the 
Sxcecormlen Of certain products,,.such 

as Oorlental tobacco, some fresh and 
processed fruit and vegetables, and 
Olive oil, such changes as will result 
are smaller than the normal annual 35 
Maneeetons In Community production. 

Yet another reservation, and perhaps the one at the 
heart of the resistance to Greece joining the Community is 
the perceived delaying effect accession will have on further 
European union. The Community recently has taken a major 
Step toward further integration by modifying its rules and 
scheduling direct elections to the European parliament for 
1978-79. In the past the Parliament, with its appointed 


representatives from member countries, has served essentially 


as a rubber stamp for Commission initiatives, with little 
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real legislative power of its own. Advocates of further 
pareeitcal integration feel that the introduction of another 
@e@untry Ss policies, orientations and opinions can only 
undermine what progress has been made. They wish to delay 
any further expansion of the Community until the existing 
members establish mechanisms for developing such things as 
common foreign policy and monetary reforms, hopefully moving 
the union from intergovernmental to supranational status. 

In rebuttal to this philosophy that more members will 
slow down integration, Mr. Zolotas suggests that Greece is 
merely going to become the tenth member of the Community by 
taking the place of Norway which decided by referendum not 
to join after being accepted.*° Obviously there are vast 
differences in the problems the two countries posed for the 
EEC, but with respect to further integration prospects, 
perhaps the analogy is not that far fetched. 

Mr. Pesmazoglu proposes that the attempts to delay 
Greece's entry on grounds of restricting integration are 
more deeply rooted in a desire to limit full membership 
status to the industrially advanced European aorminige 
He suggests that this bias implies a tiered union with the 
poorer Mediterranean countries relegated to second class 
status. This philosophy, he asserts, is in violation of 
the original Treaty of Rome which is founded on the princi- 
ple that all peoples of Europe are invited to join the 


Community on an equal institutional basis. 
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@lesely tinked to the integration problem is the fear 
that Greece's accession will set the precedent for admitting 
Spain and Portugal, both of whom have officially applied 
for membership. The economic dislocation and structural 
problems in these two countries are in many cases more severe 
than those in Greece and would certainly place more pressure 
on the Community's support funds. If all three countries 
were admitted at the same time, the burden would most likely 
be unbearable. However, neither Spain nor Portugal has 
requested immediate membership, and both countries realize 
that they must make progress in many areas before pressing 
for accession. Greek proponents also point out that the 
terms of Greece's entry currently under negotiation are 
Similar in most respects to those granted to Britain, Ireland 
and Denmark, and that the final agreement will contain no 
new concessions on which to base a precedent not already 
established. 

Finally, critics of Greek accession imply that the Athens 
bureaucracy is one of the most inefficient and ponderous in 
Europe, claiming that it “cannot produce reliable statistics 


n 32 Greccm@rricilals wii 


or translate relevant documents. 
Bemtnhe £iust to admit that major structural problems do 

exist in their civil service, but also say that the demands 

of Community membership will force the administrative echelons 
to modernize their operations. 


Greek membership will of course place additional demands 


Sethe sshe bureaucracy including more paperwork and the 
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translation of all documents into the Hellenic language - 
emcwecimGnOLew., Already, 38 percent of the Commission's 
staff is solely responsible for rendering documents from 


33 Since most 


one of the six official languages to another. 
Greek diplomats are usually fluent in both English and 
French, they might be persuaded to waive translation into 
Greek except for official regulations. However, as they 

are quick to point out, the Community was ready to admit 
Norway and its extra language in 1973. Greek admittance 
will also require additional jobs for Greek officials, the 
appointment of a Greek commissioner, and extra seats on 

the European Parliament, all complicated, but necessary 
modifications. 

Several plausible objections can be raised against 
Greece's accession to the European Community. However, 
each can also be countered by equally reasonable arguments 
showing that the problems which will be caused by this new 
member are not insurmountable. In the long run, full mem- 
Bership in the Community can only serve to strengthen Greece 
which in turn will strengthen the whole union. 

The most significant advantage of accession for Greece 
is the cementing of political tiles with the Western democra- 
Cies. The possibility of a right-wing conservative reaction 
Spawned in the regimented environment of the Greek armed 
forces still exists. Mr. Karamanlis feels that a formal 


relationship with the countries of the West will dampen 
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any actual attempts at a repeat Of April 1967. Strong 
traditional ties with the United States have been considerably 
muted since 1974 and although still viable, do not offer 

the guarantees they once did. A full scale union with the 
major Western European nations can replace this loss. 

The major problems associated with Greek economics are 
rooted in the need for structural reforms; be they agricul- 
tural, industrial or investment oriented. The financial 
assistance available through the various Community funds 
-Smeslomiricantiy Contribute to this restructuring process 
Vital to Greece's economic modernization. 

In the agricultural arena, Greece has already agreed to 
immediate implementation of most aspects of the CAP which 
Will help to increase productivity, stabilize the agricul- 
tural market, facilitate the marketing mechanism, maintain 
prices at reasonable levels and ensure a high standard of 
living for Greek farmers.>” The technical assistance pro- 
vided with funds from the guidance section of the EAGGF, 
Bom instance, will allow farm officials to attack the 
"fragmentation of hoidings" problem and consolidate the 
plots into larger more efficient ones. This projection is 
based upon successful experiences of EEC member nations 


mzem 1966 £oO 1973. 
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IVEVSRiD, 2 Sige 


AVERAGE FARM SIZE 


Ie Sve Sig esl 
1966 O73 increase 
Germany ey Sha* Le .0ha. 26 
Belgium 7 ane 3 oa ES 
Netherlands 9.2 ioe 9 sul 
Te aol, 6.0 eas 28 
L971 
Greece Sy) os 
end heceares= 2,47 acres 
Source: Zolotas, Greece in the EEC 


A similar substantial increase in plot size for Greece will 
proportionately increase productivity and allow crop diver- 
Pitede1en, Enus Improving export capability. Hitiris 
asserts that the expansion of the market and the internal 
and external economies of scale (the restructuring mentioned 
aewme Provides the opportunity for this) should give rise 
to substantial benefits in any kind of customs amionse” 
In contrast to the agricultural sector which has remained 
a problem throughout the period of association, Greek indus- 
try has expanded and improved dramatically: industrial 
exports to the Community increased from $1.6 million in 1962 
memo2o/.o million in 1974; the values of industrial and , 


handicraft products in total exports to the Community increased 


from 2 percent in 1962 to 48 percent in 1974 and thus financed 
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22> percent of the Greek-EEC trade deficit that year versus 
feoomedan se percent in 1962. Zolotas suggests that full 
membership in the EEC will further benefit Greece industrially 
by providing the capability to: 


1) Finance a larger volume of industrial investment 
with European funds, 


2) Apply the latest technology and organizational 
PEoceeures, 


ByeMore easily establish joint enterprises with 
Greek and European capital, 


4) Optimize industrial firm size by providing 
expanded markets, 


5) Absorb the migrant workers who are now unemployed 
in other EEC countries particularly Germany, 


6) More systematically process minerals, ores and 
other raw materials before export, 


7) Protect the home market against monopolies, 


8) Utilize the problem solving services of the 
European investment Bank and the Regional and 
Social Funds. +6 
Guecery finked to both industrial and agricultural 
expansion is the attraction for foreign investment. Greece's 
union with the European Community will provide the one feature 
MaekIng in past years, the virtual assurance of political 
Stability. As apparent in Mr. Zolotas' enumeration of the 
advantages for Greek industry, expanSion requires capital 
and capital 1S available in large quantities from European 
and American investors secure in the knowledge that they 
Will not lose their money. This increased inflow of foreign 
funds will provide the smaller business with sufficient 
Capital to take advantage of opportunities. Hitiris states: 


"National gain from foreign investment is achieved as long 





as the value added to output by the investment exceeds the 
amount appropriated by the investor.">/ Even considering 
the cost of Greece's generous incentives for attracting 
foreign capital, the increased guidance and control gained 
from union with the Community will substantially increase 
value added gain. 

The main factor restricting Greece's economic growth 
is the balance of payments deficit which stabilized at 
approximately $l billion in 1975 and 1976. A major advan- 
tage of Greece's accession to full membership in the European 
Community will be the opportunity to increase exports, thus 
feaducing the deficit. 

The majority of the negative balance is currently offset 
by invisible earnings from tourism, migrant worker wages 
and shipping. With the increasingly stable environment 
created by EEC membership, tourism traffic and thus proceeds 
can be expected to increase substantially even over current 
favorable conditions. Mr. Tzannetakis, secretary general 
Peeene National Tourist Organization, stated that 4.7 million 
tourists are expected to visit Greece in 1977 compared to 
ae TL Lion in 1a. He indicated that the goals of the 
organization are to increase the number of tourists arriving 
during the vacation off-season and to improve the quality 
Semservices Otfered; both of which require significant 


capital investments. Accession to the Community will pro- 


vide the opportunity to acquire these funds, correspondingly 
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Mieeease ciie COUrIStC traffic and finally cancel a larger 
portion of the payments deficit. 

By joining the Community, Greece will be able to expand 
her markets, utilize improved technology to become more 
productive and attract greater amounts of investment 
Capital to restructure her economy. In light of these 
tempting possibilities disadvantages have a tendency to be 
ignored but nevertheless must be considered. 

The largest single disadvantage Greece will face upon 
acceeding to full membership will be the application of EEC 
preferential access arrangements with third countries. 
These include the European Free Trade Association (EFTA), 


(Norway, Sweden, Switzerland, Austria, Finland, Portugal 


parceeiceland), the Lome Convention (26 Peete Can ee isis pean 
and Pacific (ACP) nations), the Generalized System of 
Preferences (GSP) (112 developing countries), and the eleven 


2 In 1976, Greek imports 


other Mediterranean countries. 
m@emige Only 6-6 Dercent from EFTA, less that 10 percent 
from the eleven Mediterranean countries and 2.5 percent 
from ACP, but these could go higher when tariff barriers 
are jered. ” 
Currently for these countries, Greece has: 1) adopted 
Biem@ommon Customs Tariff on products which enter from the 
Community duty free, 2) in accordance with Article 20 of 
the Association Agreement adjusted the tariff rate to 50 


percent of the difference between the CCT and Greek rates 


on most other products, 3) suspended the CCT completely 











until 1984 on some special products. Greek officials have 
not taken any steps to implement the Community's preferen- 
tial agreements or the autonomous GSP reductions. These 
requirements will become mandatory when Greece acquires 
Membership, subjecting the country to considerably lower 
import prices, and providing strong competition for home 
produced goods. 

In the same vein accession presents certain disadvan- 
gages tO Greek industry. Even though nearly two-thirds of 
meee andustrial goods are imported to Greece tariff 
Free in accordance with association reduction schedules, a 
complex system of state aid still protects this sector. 
Government interest rebates subsidize industrial exports at 
about 6 percent of the export value and additional "tax 
perks push the total benefits to ais percent of 
Pemeae-. This direct support is unacceptable to EEC policy 
and would have to be abolished, subjecting certain indus- 
tries to heavy competition, particularly electrical appliance 
Meomunactutess, metal working corporations, foundries, machine 
tool manufacturers and makers of capital goods. Many 
other industries however, have become strong Since 1974 
and should be able to adjust to the new unsubsidized struc- 
eliee with relatively minor modifications. Certain transi- 
tional measures will be necessary for the less independent 
Pi emMS 

Associated with the industrial outlook is the question 


of the European Coal and Steel Community (ECSC). To become 
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a full member of the European Community, Greece will have 
to join the ECSC, the products of which are not controlled 
under the Association Agreement. Upon accession Greece 
Will have to dismantle the entire tariff structure on these 
Beeds which currently rests at third country levels and is 
Substantially higher than the Community rate. The Greek 
steel industry appears to be strengthening rapidly but 
remains small (60 percent of its output produced by one 
mill in Athens) and significantly subsidized by the state. 
To remain competitive it will require a transitional period 
pee acjustment. 

Another disadvantage of full membership for Greece is 
the cash cost of that membership. Greece will be required 
to make direct contributions to the European Development 
Fund, the capital of the.European Investment Bank and the 
ECSC fund. To help finance the Community budget, Athens 
must also send a portion of agricultural and CCT levies and 
a percentage of the Value Added Tax (VAT) base determined 


By the council to union treasuries. 


ESE NED 212 


GREECE's HYPOTHETICAL BUDGET 
PAYMENTS TO THE EEC 1976 
(ieee) 
Agricultural levies 70 
Customs duties 
.52% o£ the VAT base 7% 
Total iasyse 


Source: Bulletin of the European Communities, Supplement 2/76. 
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Weer regard to the VAT, Greece currently relies on a 
taxation system primarily utilizing indirect methods which 
are not of the value added type. Transition to a VAT to 
meet Community requirements will require significant 

me Stmuet uring. 

Joining the Community will have its price tag for bcth 
Greece and the member naticns, but the long range benefits 
reaped by all should far outweigh these "initiation fees." 
As indicated, one of the most important far reaching impli- 
cations is the political effect of Greece's accession. The 


final portion of this chapter evaluates that consequence. 


POLITICAL IMPLICATIONS 
Greece made the original decision to cast her lot with 
the European Community in 1959 when she began negotiations 
Por asscciation with the EEC rather than EFTA. She made 
eiewewoice COnscicusly and centered it politically on the 
belief that the member nations would strive to develop the 
Europe described in the Treaty of Rome. Thirteen years 
Mater, Greece's official request for full membership con- 
Einued this theme. 
Europe is now engaged in a process of 
integration; and Greece desires to be 
present in this and to makes its 
Semin ibution to the efforts which, will 
assuredly lead to the outstanding event 
of the present century. 
Mr. Karamanlis, prime minister during the consolidation 


of the EEC Association Agreement, reasserted since his 


return to leadership in July of 1974 that Greece's political 
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ties lie with the West and that his major goal in office 
1s to cement this relationship, initially by full membership 
in the Common Market. He has also reiterated this stand 


over and over again since that time. 
June 12, 1976 — To the Greek Parliament: 


Srccce, poltticaiay, strategically, 
economically and culturally belongs 

to the West ... Greece's membership 
in the Common Market will constitute 
eecaeoguadsd tO: Mer democratic system, 
a strengthening of her security and 
an acceleration of her economic and 
social development. 


July 27, 1976 — At the opening of the official accession 


proceeedings in Brussels: 


Our entry into the EEC marks the vindi- 
cation of a major policy formulated 15 
years ago, aimed at making Greece a 
full member of the families of peoples 
of western Europe. It is a great 
policy which will shape the future of 
Greece for many generations to come. 


April 2, 1977 — To the New Democracy Party Congress: 


New Democracy believes that Greece's place 
1S with the democratic West, with which it 
Hass tong Standingetres in polities, 
economics and defense ... Within Europe, 
Greece can hasten its economic and 

social development and strengthen its 
@enense 2.2. Entry into the EEC (will 

make our) economic political and 

defense destiny icelsiehestere I Mal eig. Welelfetey ea |e! 
United Europe. 76 


When Mr. Karamanlis advanced the general parliamentary elec- 
tions to November 20, 1977, a full year ahead of schedule, 
he cited the "critical negotiation period for Greece's 
accession to full EEC membership” as one of three major 


reasons for the earlier date. At his first campaign speech 
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in Thessalonike, November 2, 1977 he stated: 

Greece belongs EG the West, and full 

membership in the EC will decisively 

influence the country's course for 

many a generation.47 

Former cabinet minister Yeoryios Dhrosos described the 
extent of Greek political dependency on Europe when he 
asserted that Greeks have no real "blood relatives," i.e., 
Anglo-Saxons, Latins, Slavs or Moslems, and that "relatives 
are indispensable" in the world today and therefore Greece 
must "manufacture in-laws." These in-laws are the nations 
eeeene 2urOpean Community, soon to be politically united 
and with full membership providing Greece an equal say in 
the destiny of the world. To be heard, Greece must join "the 
family." 7° 
Despite detailed discussions reguarding the disadvantages 

to the Community caused by Greece's accession, member coun- 
tries and EC officials have strongly supported Greece's 
application. Particularly gratifying has been the unreserved 
assurances offered by Italy, the nation which agriculturally 
Greece's accession could hurt most. Italian Prime Minister 
Sretowsnareotti, during an official visit in May 1977 
stated: 

For Italy, the warm support accorded 

to the request for Greece's entry into 

the European Community has become an act 


of conscience and consistency. 


He assured the Greek people as he departed: 
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i reaffirmed to (Mr. Karamanlis) the 
Italian government's support of Greece's 
admission to the EEC. I repeat that 
this support is absolute and sincere. 50 

Germany has also demonstrated considerable support for 
eeeece S Gntry into the Community. In June of 1976, the 
Bonn government honored Greece at the Dortmund Week Festi- 
val, a yearly event which singles out for praise one particu- 
jar country Germany associates with through the Common 
Meeket- Germany's Minister of Culture, speaking for 
enancellor schmidt, stated during the festivities: 

Bie feccralssRepublic- agrees in prinei— 

ple with all the Greek views on the 

EEC. Greek admission (will) be costly 

EEN e, COMMIMUEY ...mbut Compared with 

the political targets to be achieved, 

the financial considerations (are) 

secondary. > 
West German Vice Chancellor Genscher officially visited 
Athens in August 1977 and further solidified Germany's 
BeePpore by relterating that his government would contribute 
"with all its strength" to make Greece a full member of 
the Community as quickly as possible. 

In February 1976, Mr. Papaligouras, the ranking Greek 
official on negotiation proceedings, conducted a successful 
visit to the Benelux countries where he met with Common 
Market ministers and Commission officials. He stated on 
his return that the "road to Europe lies open" and that 
Greek prestige stood high in the eyes of these Common Market 
Sy 
countries. 


In May 1977, Mr. Karamnalis met with Mr. James Callaghan 


and received the Prime MinisSter's asSurance that Britain 


98 








would “work to overcome any difficulties" concerning Greek 
membership and provide full support for the Greek applica- 
tion.>> At the same time Mr. Karamanlis had successful 
meetings with the Prime Ministers of Denmark and Luxembourg 
and President d'Estaing of France. In March, Le Monde 

had published an article describing an alleged "new French 
Eeetrine “Urging Caution On the timing of Greek entry into 
the Community, but this did not seem to dampen the Greek- 
French exchange in Paris.>7 

Ireland's Foreign Minister Michael O'Kennedy visited 
Sevens On September 9, 1977 and at the completion of talks 
with Greek officials signed a joint communique reiterating 
his country's wish to "warmly support the accession negotia- 
tions until they terminate in the shortest possible nina ¥o= 

Since filing the formal application for accession in 
June 1975, Greece has received at least tacit support from 
all members of the EEC and in most cases strong assurances 
that the negotiations will be urged along as quickly as 
possible because of the political importance attached to 
Greek membership. During the remaining negotiation period 
certain key issues will surface. 

First is the question of Greece's effect on Turkey's 
later entry into the Community. Turkey initially reacted 
to Greece's application for full membership without objec- 
tion. Some months later however, when it appeared that 


Greece would succeed in its bid fairly quickly, Ankara began 


opposing the accession. Officials felt the negative reaction 
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occurred because of the unantmity vote required by all 
EEC members on any admission. Greece's vote could thus 
bmkoec Turkey Ss entry at a later time (1995 projected). 
Seeck Officials replied to this concern by stating that 
Greece would never veto Turkey's admission when the condi- 
tions for her acceptance were met (Mr. Karamanlis has reaffirmed 
Eeesetwice publically). They further assured Commission 
meesident Ortoli in July 1975: 
The presence of the two countries in 
the Community would ease their relations 


with one another and give them the 
opportunity of overcoming their problems. 


56 
Supporters of Turkish efforts to keep Greece out of the 
Community argued that such attitudes would not necessarily 
be binding on future Greek governments, and that Greek 
politicians would be under considerable pressure to deny 
future EEC aid to Turkey and further concessions under the 
Turkish Association Agreement. 

Greek officials admit that they do not see the Community 
as a mediating body designed to spell out terms of Greek- 
Turkish settlement. Mr. Pesmazaglu, recent leader of the 
representatives to the Joint Greek-EEC Parliamentary 
Committee stated: 

The view that the European Community 
"should urge upon Greece and Turkey 
the need for them to reach just and 
lasting solutions to the differences 
which separate them' 1s_deemed 

Mec eeteaole by Greece. 


Thus the problem remains a thorny one relative to both 


Current negotiations and future considerations. 
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second, many European officials, notably Germany's 
Helmut Schmidt, hope that bringing Greece into the Community 
will help to speed her return to the NATO fold. This 
reconciliation would greatly shore up the sagging southern 
flank, a major concern with increasing tensions in the 
Middle East, Africa and more recently Yugoslavia over Tito's 
Succession. Others, including many Greeks, consider the 
European Community and NATO two non-associated entities. 
In fact one newspaper described the current accession pro- 
ceedings as balancing "divorce proceedings in NATO with 
marriage negotiations in the Commission.">® Mr. Karamanlis 
attended the NATO summit meeting in May 1977 but reasserted 
his position that Greece would only return to the military 
Structure of the alliance when the "conditions which com- 
pelled her to withdraw" (anti-American feeling and the 
Cyprus dispute with Turkey) ceased to exist. In actuality, 
Greece cooperates in much of the day-to-day work of NATO, 
has recently taken part in naval maneuvers in the Aegean 
and in October 1977 suggested a new special status arrange- 
ment which immediately commits Greek forces to NATO commanders 
in times of international crisis. Also in October, Athens 
Signed a new four-year $700 million bilateral aid and base 
rights agreement with the United States. These conditions 
indicate that Greece's attitude toward NATO remains posi- 


Brve, but that accession will solidify the relationship 


Once again. 
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Pitre, mcomMestete DOllities (i1-e., the conflict between 
parties for and against EEC entry) has always played a 
Significant role in the accession question. A major tremor 
meet tne accession bargaining structure in January 1977 
when the two top negotiators resigned. Mr. Nicos Kyriazides, 
the delegation leader, apparently did not disagree with the 
PpeeemasOLticial position that political considerations must 
Paee prlOrity, Sut did contend that basic economic inter- 
Seo smould not be Sacrificed in the process; in other words, 
the question of how willing should the Greek negotiators be 
to back down from stands on economic problems (particularly 
agricultural) for the sake of speeding up the negotiation 
process and quick entry. This challenge did not sit well 
with Mr. Papaligouras who replaced Mr. Kyriazidis with Mr. 
Byron Theodoropoulos, a delegate more oriented toward the 
mo "aelve pricGrities of the Minister of Coordination and 
Mr. Karamanlis.>” 

Himarsomissals Drought a furor Of criticism from the 
Peeposittton parties, particularly PASOK, the far left Pan- 
hellenic Socialist Movement led by Andreas eoerncdaeme 
Mr. Papandreou withdrew his party's representative from the 
Joint Greece-EEC Parliamentary Committee in protest and 
stated that the problem cf admission to the EEC had been 
purposefully simplified by the administration. He asserted 


that three major areas were being overlooked and that: 
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Wee oaceeomioupeing forced tO accept the intervention 
Ot Ehemenc Girectorace On a solution to the 
Ture sae pLOoblem, 


2) The economic terms of admission developed in 
negotiations will “lead to the extermination of 
our economy", 


Weeticeste 15 a Unlon of “multinational monsters” 
which will absorb and weaken Greece as an under- 
developed border country. 

The PASOK expanded on these views in May 1977 ata 
Brussels symposium organized by the Université Libre de 
Bruxelles. In a paper presented by Professor Simitis, the 
party contended that the negotiating policy of the Karamanlis 
government "relies on statements of good intention by the 
Nine, while in fact neglecting to guarantee vital Greek 
economic and political interests." The paper goes on to 
offer a neutralist position in lieu of accession: 

The Greek Socialists Party believes that 
Greece would do better to readjust its 
relations with Western Europe anda seek 
wider collaboration with the Balkan and 
Mediterranean countries with the goal 

of external economic policy which does 
not only turn towards the USA and 

West Europe. 


In a September interview with Le Nouvel Observateur, 


Mr. Papandreou stated: 


Tie) Gommenm Market problem will be Mr. 
Karamanlis' Waterloo. He has made Greece's 
EC entry the number one theme of his 
national policy. He has thus stripped 

our delegation of all its negotiating 
anbqguments. 


When asked why the Karamanlis government was organizing 


new elections a year early he replied: 
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Today Karamanlis can still convince the 

people that Greece's entry into the 

Common Market 1s going to take place. 

In reality, it has been postponed 

indefinitely and next year it will no 

longer be possible to deceive anyone. ©3 

In contrast to the PASOK position and similar views 

held by the pro-Moscow Communist Party of the Exterior, 
Karamanlis' New Democracy Party, the EDIK or Center Union- 
New Forces, and the Communist Party of the Interior (Euro- 
communist) all support accession. The following table 


summarizes the relative strength of these parties following 


me 1974 and 1977 elections. 


SENG) Oe Sei: 


GREEN PARTY STRENGTHS 


1974 ENS) IE Y 
Percentage Percentage 

Party of vote Seats of vote Seats 
New Democracy 54 Zn 42 iS 
Center Union DA: 58 Are is 
PASOK 14 2 25 BZ 
United Left* 10 8 eZ iS 
Other it g) 7 

ete | ners 300 100 300 


* includes the Communist parties of the Interior and 
Exterior plus splinter groups 


Sources: Time, 





December 5, 


1977; 1975 Yearbook on 
International Communist Affairs 


The Greek government has no plans to hold a referendum 


6n the EEC question. 
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In an opinion poll conducted in 











April 1976 by the Institute of Communications Research 
however, those who answered the question: "Would Greece 
be helped or harmed by entry into the EEC?", 50 percent 
said membership would help Greece and 18 percent thought it 
would be harmful .°* The survey showed that education and 
income of the respondents made little difference in their 
replies but that older Greeks (ages 45-64) felt accession 
would help. 

The international and domestic political implications 
For Greece's accession to the European Commnity are signi- 
ficant and although the member states have assured Greece 
that they are behind guick accession for the Hellenic 
@teten, che thorny problems of Turkish association and 
NATO realignment loom large over the negotiating table. 

The effect of EEC association on Greece, must be counted 
aS a positive factor in her development over the last 
sixteen years and although when evaluating accession, the 
advantages for Greece and disadvantages for the Community 
seem to predominate, the overall balance of the benefits 
for both is not drastically skewed. What remains then 1s 
mewecamame more tully the more critical factors that have 
played key roles in Greece's economic development and EEC 


association periods. 
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MAJOR FACTORS IN THE GREEK ECONOMY 


This section of the study will evaluate nine factors 
which, in the opinion of the author, are central to an 
Madeyeis Of Greek economic stability. It will provide a 
brief description of the significance of each factor to 
future Greek economic development, a determination of the 
Smecers Of HG accession On the factor and a tabulation of 


the available numerical indicators showing factor movement. 


ENERGY 

Greece faces a@ rapidly expanding demand for energy. 
Primary needs increased over 12 percent annually from 1963 
to 1973 and electric power consumption increased 17 percent 
per year over the same period. Foreign supplies of energy 
eet account for 50 to 75 percent of this requirement and 
maeetor7o, maneral fuels and lubricants totaled 20 percent of 
the value of all imports. Crude petroleum imports (84 
Mercenc Of fuel imports) trebled in volume from 1970 (4.8 
femerrem cons) tO 1974 (13.1 million tons) and in dollar 
value terms increased 800 percent. > Considering Greece's 
Bemance Of trade deficit (about $3.5 billion in 1976) the 
meets Problem is critical. 

The Greek sovernment developed a long term plan in 
October 1975 to exploit all possible indigenous energy 
Pesemreces. The National Council of Energy (NCE), established 


Beeenet time, works closely with the Public Petroleum 
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Corporation (PPC) and comprises the senior advisory board 


for all energy matters. Shortly after its formation the 


NCE presented recommendations to Athens.“ 


me 8Ueisavingse= Strictly evaluate new industries 
requiring large amounts of energy, reorient 
with technology and incentives toward alternate 
production modes, 


2) Petroleum use — reorganize the petroleum use 
Severe oectLer meet world oil conditions, 

3) Emphasize source changes — revise pricing of 
energy supplies, favor the use of indigenous 
Sources, 

4) New sources — accelerate the prospecting for 


all forms of indigenous energy (lignite, oil, 
natural gas, solar, and geothermal). 


The Karamanlis government acknowledged the importance 
Seeene Tecommendations of the council, particularly those 
dealing with oil. Petroleum has become more and more important 
to Greece since 1960 when Mr. Karamanlis' old regime began 
shifting away from indigenous solid fuels to the cheap, 
easily importable liquid products. Greece's industrial 
expansion soon came to depend upon the new type of energy 
not only for manufacturing exportables (including high value 
aluminum) but because oil refineries formed the center of 
major industrial complexes: Esso/Papas —refinery, petro- 
chemicals and steel; Onassis — proposed refinery, aluminum 
smelter, petro-chemicals, power stations; Niarchos — refinery, 
chemicals. These refineries produce petroleum products for 


domestic use but also for export (10 percent of total 


exports in oe Shh. 
Pout or demand, the Athens administration intensi- 


mieemEne search for Greek oil begun by the Junta in 1973-1974. 








The primary exploration company, Oceanic Exploration, an 
American firm, reported tapping an efficiently exploitable 
field (Prinos) off the Aegean island of Thassos late in 
1974. Reserve estimates have varied since then from 25,000 
barrels per day (BPD) to 180,000 BPD. Most estimates cluster 
at 50,000 barrels of crude and ten million cubic feet of 
Matural gas per day for the next fifteen years, with 
reserves totaling 177 million barrels of petroleum and 46.1 
Teeeromebarrels Gf Liquid natural gasoline. If these 
Figures are accurate, the Prinos fields alone could cover 
One-fourcth to one-third of Greece's current oil requirements 
by the end of 1980.° 

The government also processed more than fifty applica- 
Peemomtin 1976 fOr O1] drilling rights in other parts of 
Greece, including the continental shelf of the Ionian Sea, 
the Nestos River delta in south-eastern Macedonia, and the 
Peloponnesus. As yet, these sites are unproven but some 
have displayed promising preliminary results. French, 
German, American and Romanian companies have joined these 
exploration efforts. Even if these sites do yield substan- 
tial domestic oil reserves, electricity produced by oil- 
burning generating plants will remain expensive. For this 
reason, the Karamanlis government specifically heeded the 
recommendations of the National Council of Energy and 
accelerated the development of other indigenous energy 


sources, the most abundant of which are lignite and peat. 
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Proven lignite (brown coal) reserves are set at 1.5 
to 2 billion tons from sites at Ptolemais, Megalopolis and 
Crete with the possibility of two to three times this amount 
in other exploitable areas. Electricity produced by lignite- 
fired generators costs about one-third that of oil burners 
and can be provided entirely from domestic sources.’ The 
government projects completion of a minimum of six new 300 
megawatt lignite burning units by 1983 to 1986; three are 
already in operation. ° 

Extensive peat deposits exist in the plains of Phillippi 
in northeastern Greece which the Soviet Union contracted to 
develop in 1973. The agreement specified the construction 
of a 375 megawatt peat burning power station at a cost of 
$89 million. Since the quantity of peat is enormous (about 
four billion metric tons) and its heat generating capacity 
(Caloric value) is three times that of lignite, the possi- 
bilities for future use as a substitute energy source are 
many. 

Nuclear energy also plays a role in the government's long 
range plan. In March of 1977, teams from the International 
Atomic Energy Agency and the Institute of Geological 
Studies discovered uranium in Thrace. Preliminary analysis 
indicates that exploitable quantities of the ore exist in 


Y) 


the area and geological mapping has begun. Greek officials, 


mmemuding Professor E. Gyftopoulos, Counsellor of Energy, 
Secemined that the country should acquire its first nuclear 
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Bedetor power station by 1986-1987. They tentatively 
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decided to locate the 600 megawatt facility at Lavrion on 
eale=erp Gf the Athens-Piraeus peninsula. It will help to 
supply the demands of the metropolis which uses 35 to 40 
Peeeeme Of the country’s total electrical output. 

Greek energy researchers also recommend expansion of 
Pyee@eCtectric capability which currently stands at about 
900 megawatts, less than one-eighth of feasible eee 
Key facilities exist in central Thessaly and on the Peloponne- 
sus with a major new plant nearing completion at Sfikia in 
southern Macedonia. 

To complete the list of future possibilities, the National 
Council of Energy recommended investigating geothermal 
resources on the islands of Micos, Nisyros, Methana, Kamena, 
Vouria and Ikaria, and encouraged membership in the National 
Committee on Solar and Wind Energy. In conjunction with the 
latter suggestion, the Greek government established a solar- 
technical section of oceanological research on the island 
of Coroussa, and several nations elected to found the Inter- 
national Center for Solar and Wind Technology there as well. 
In January 1977 the Hellenic Industrial Development Bank 
began a research project aimed at devising a plan to heat 
water in apartment blocks with solar oeevedaviaslefbFee eo 

The majority of all these exploitable energy sources 
develop electric power. The Public Power Corporation is 
solely responsible for the generation, transmission and 


distribution of all electricity in Greece. It has doubled 
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installed capacity every five years since 1960. MTrans- 
mission systems are connected to the national systems in 
Yugoslavia and Albania and service over 3.5 million Greek 
customers representing about 98 percent of the population. +? 
Realizing the critical limitations on external liquid 
energy sources, the Greek government modified its require- 
ments and diversified its energy base in the direction of 


domestic sufficiency. Michael Wall projects that if 


Greece continues its present efforts, by 1992 indigenous 


Seurces should totally supply electricity Peqtnrenentse 
Abevelibysh Sil 
SOURGHoWOF BLECTRIC ENERGY 
PRODUCTION IN GREECE 
(percent) 
[7297s isco =| 1992 
Out 45 41.3 26 7 
Nuclear = - - 2 
Hydroelectric 18 leer, iS 18 
Lignite-Peat a7. 45 56 66 
Sources: a) Wall, "A Survey of Greece," Economist, 


Semucde 19/5, p- 27. 


b) Overseas Business Reports, No. 76-17. 


Effect of Accession 
The EC Commission's opinion on Greek application for 
membership states that "Greek membership is not likely to 


affect the overall energy balance" in the Community since 
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eee] oeandi genous production will not “outstrip domestic 
demand in the foreseeable future."~> However, improved 
technology aids from the Community, such as modern data 
analyzing methods, will help Greece to develop its own 
resources more quickly and reduce the quantity of energy 
imports. 

Once accession has occurred, increased availability of 
financing may allow Greece to construct new industry which 
will place greater demands on energy but hasten the follow- 
through on energy development programs. Accession should 


not hinder Greece's plans for domestic energy production 


but rather enhance growth and encourage self-sufficiency. 


TAB eees— 2 


SEp po eeoEeciRiTC ENERGY PRODUCTION 
AND GENERATING CAPACITY 


Pmoaquction. (mzilion KWH) Installed Capacity (megawatts) 
a (1959=100) : 
Year Total Index Total 
1970 8991 458.2 2495 
9171 10611 540.8 2695 
1972 12034 pileees 2857 
1973 13546 690.4 3443 
1974 ew24 699.4 3988° 
1975 14618 Fics, el NG) Seo 
19792 21300 1085.6 5700 
19842 27307 1391.7 7100 


Sources: a) Statistical Yearbook of Greece, p. 258. 
b) Statistical Yearbook of Greece, p. 464. 
c) Statistical Yearbook of Greece, p. 26l. 
d) Greece: Business in Greece, p. IL5. 
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TABUE Ss = 3 


GREEK AND EEC ELECTRIC ENERGY 
PROPUEIZON 197 3 


Counts Mla IL JLaleons) Population KWH per 
KWH (millions) Capita 
Greece 13546 i) 1496 
Belgium 41067 SUE TO 4190 
Peaance 174080 ay page ble S410, 
Germany 29330 6s 4835 
Denmark 18004 B06 35 56 
UK Ze2i2 3 Do agG 5041 
Italy 145518 Sis)! 2607 
Netherlands 52628 Loves 5055 
Ireland Not Available 
Luxembourg Not Available 
SBeCutee -—srotacistical Yearbook of Greece, 1976. 
TABLE 3-4 


GREEK CRUDE PETROLEUM IMPORTS 
ES Dohme tonay 


Beteo mia 
Percent Mole = JL 

Year Value Increase Imports 
97 0 Os.) 3 Ot Ce 
oa So. 0 i gal 04 
Log? 142.84 67 06 
78 BS] SD dS 0 09 
1974 845.54 lol Ine, 
ES) yes OZ 8...0 1 Zoe ee 
977.6 1034.80 0.66 a 


Seurce: OECD Survey Greece —- 1977, pop. 48. 
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DOMESTIC AND MIGRANT LABOR 

Domestic Labor 

The Ministry of Employment and the National Labor Exchange 
closely supervise conditions of employment in Greece. These 
agencies have set the minimum employment age at fourteen 
years, restricted females from underground work, barred 
males under sixteen and females under eighteen from hazardous 
Or unhealthy jobs and prevented minors under eighteen from 
working at night.*° In certain cases, regulations require 
males under nineteen and females under seventeen to serve 
apprenticeship periods at reduced pay, and many jobs require 
Specific qualifications for which applicants must present 
appropriate certificates of training before hiring. 

One of Greece's major labor problems remains a lack of 
Skilled workers. The Labor Exchange is attempting to combat 
mimo oy EGNecOuraging expansion of vocational training facili- 
ties and programs, but progress is slow. 

Ema cecentiy, nigh level professionals in industrial 
management, agricultural science, research science, tehcni- 
cal engineering, and advanced education tended to leave 
Greece in search of more lucrative positions abroad. Con- 
versely, a general excess of professionals existed in law, 
literature, architecture and acmemicecezion. ~. Improved pay 
Scales, increased industrialization and greater foreign 
corporation involvement have turned this pattern around within 


the last twenty-four to thirty-six months. 
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In the lower level job market, the problem of seasonal 
employment, particularly in the agricultural and services 
sectors, continues to make coordination a problem between 
those seeking employment and the National Labor Exchange 
Pmrch is responsible for filling jobs. Since all persons 
looking for work must now register with the Exchange, its 
informational and job/employee matching capabilities are 
imeroving. 

The normal workweek in Greece consists of forty-five 
hours (six days at 7.5 hours each). The Employment Ministry 
must approve all overtime and regulations require employers 
to compensate workers for annual leaves ranging from eight 
to twenty-six days or more depending on job type and length 
ef service. 2 In cases of illness, employees must pay the 
difference between Government Social Insurance compensations 
and the individual's salary or wage for at least the first 
month.~” 

Industrial trade unions base their organization on area, 
SeeMopation oF industry groups which in turn form labor 
centers and then national federations. The Greek General 
Confederation of Labor (GSEE) heads all the national organi- 
zations, receives recognition from the Greek government and 
affiliates with the International Confederation of Free 
Trade Unions. The labor organizations have the right to 
Strike and to bargain officially over wages and benefits. 

Meemechn, ene Federation of Greek industrialists (SEV), 


which is an employers' union, and the government Ministry 
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See lasee Usually determine national collective labor 
agreements by joint negotiations. In December 1975, GSEE 
denounced the agreement placed into effect the first of the 
year and demanded a 32 percent minimum wage hike across the 
board to combat inflationary trends. They also called for 
automatic individual wage and salary adjustments for every 
three years with the same firm and uniformity of annual 
leave entitlements for all classes of HOM oN The SEV 
initially rejected the demands, but after adopting several 
intermediate measures, it finally consented to an agreement 
which satisfied GSEE wants and actually increased the minimum 
wage 34 percent for men and 43 percent for women from the 
Pecginwing Of 1976 to the middle of LOT? ao 

Migrant Labor 

A special word is necessary about the impact of migrant 
labor on the Greek economy. In the early 1960's, when popu- 
lation began to cutpace job availability, more and more 


unemployed Greek workers began looking for jobs outside the 


PeuUniry . 


TABLE 3-5 
EMIGRATION FROM GREECE 

(Thousands) 
Year Teta l 
1961 S626 
1962 84... 0 
1963 16). 0am 
1964 GS) te 
1965 OF a 


Source: Herrick Area Handbook for Greece, p. 56. 
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The exodus accomplished two things for the government: it 
absorbed a large percentage of the unemployed workers, and 
it provided a valuable source of foreign exchange inflow 
which significantly helped to offset the balance of trade 


deficit. 


fear 35-6 


BALANCE OF TRADE AND EMIGRANT 
WORKER REMITTANCES 
coevni Lt ton) 


Percent 
Balance of Debvei te 
Year Trade Remittances Covered 
1962 -397.7 3 9R i BS, 
1964 a5.55 20 dy Gasc ow 
1966 =—745 44 ZS ara0 25 
Semecemmeenrecnnick, Area Handbook for Greece, p.- 263. 


Officials hoped that the workers' experiences in the 
more advanced Western European countries would provide them 
With training in skills that they could later apply in an 
industrially expanding Greece. In some cases this occurred, 
but in most, the receiving states relegated emigrants to 
lesser jobs and menial tasks which provided little experi- 
ence of value. A 1975 OECD Observer article states: 

The fragmentation of the work generally 
assigned to the foreign worker tends to 
make him a performer of repetitive tasks, 
his only training a familiarization with 


industrial discipline. This may be 
valuable but would hardly equip him to 
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E--foOmm ene functions Of a skilled 
worker on his return home ...¢2 


Since the downturn of the economic environment in 
Europe, many Greek immigrants found conditions worsening for 
Efemeim the host countries. UPI correspondent Bjorn Edlund 
discusses the example of Sweden and cites Swedish Bureau 
Sieetatistics figures which show that immigrants work in 
lower paid jobs, live in poorer housing, suffer from more 
crowded conditions, have twice as many late-night shifts and 
high-risk jobs and generally experience a lower standard of 
living than native Swedes.-~ In Germany, the most popular 
country for Greek immigrants, conditions appear worse where 
most live crowded in urban slums. In West Berlin, many 
Germans consider the Greek Gastarbeiter (guest workers) 
“Simpletons, primitives and Drecksshweine (filthy pigs) ."77 
meance NaS sO many unemployed immigrants (100,000 out of 1.2 
million are jobless) that Prime Minister Raymond Barre 
presented a plan in April 1977 offering all non-resident 
workers who would return home a $2000 bonus and a second 
Class plane ticket. 

The European Community has evaluated the migrant worker 
question in great detail and has attempted to improve the 
conditions facing laborers from non-Community member coun- 
metes. Mr. Patrick Hillery, European Commissioner for 
S@cial Attairs, indicated in a recent report that the fun- 
damental aim of the migrant workers' action program should 


be "the progressive elimination of all discrimination as 
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regards living and working conditions from the moment when, 
mieedienGase OL Migrants from third countries, they have 


: : 2 
Beem authorized to work in the Community."*> 


Toward this 
end, the Commission supported the principle that the 
momguage and Culture of origin should be taught to the 
Children of migrant workers. It granted aid from the 
European Social Fund to help the member countries pay for 
this training. As the Nine implement this program in vari- 
ous ways and at various speeds, migrants who remain in EC 
countries ultimately should see more equitable treatment. 
Nerwuthstanding the EC efforts to improve conditions, 
many emigrant Greek workers have considered returning home. 
at they do not all return at once, the Greek economy should 
absorb them without much difficulty; however, certain draw- 
macks will result. The migrants bring back both culture 
and ideas from their experience. They have seen modern 
societies and the benefits of highly industrialized econo- 
mies. Thus they become impatient and easily frustrated when 
Bemtronted with Greek bureaucratic inertia. Politically, 
they have witnessed progressive ideas in action and can com- 
pare these to the generally conservative programs at home. 
These factors could move many to support the more radical 
advocates of change and significantly increase the power of 
left parties like the radical PASOK. Financially, their 
Pemitteances Mave traditionally offset significant portions 


of the balance of trade deficit (24 percent in 1976), a 


Critical asset which the economy will lose if they return home. 


124 


26 











Effect of Accession 

Full membership in the EEC and the application of all 
rules and regulations will open Greece to increased com- 
petition from many sectors. As mene? out, certain indus- 
trial firms employing a substantial number of people may be 
Emandle tO Stand the competition and go out of business, 
increasing the unemployment rate until those displaced can 
find new jobs. The free access conditions for all workers 
(including professionals), to all member countries, will 
Peovide the opportunity for linguistically qualified 
engineers, though critically needed in Greece, to move 
to more lucrative jobs in the Community. However, the 
free movement rules also will encourage overages of lawyers 
and architects to seek employment elsewhere. 

Greek union leaders strongly support accession because 
of better labor and union protection provided by EC member 
countries, improved working conditions and better pay. <! 
fee Papaligouras,. Minister of Coordination, stressed in a 
March 1977 statement on the new collective labor agreement 
that the effect of full membership competition on Greek 
business will help eliminate the super profits of large, 
wealthy, monopolistic firms and equalize some of the vast 
income differentials between sectors of Greek eee 

With regard to migrant labor, critics of Greek accession 


to full membership assert that the guarantee of free labor 


movement under the Treaty of Rome will rapidly increase the 
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number of Greek workersin other member states. Statistical 
indications over the last two to three years, however, show 
that migration from Greece is slowing and that the number 

of workers returning to Greece is steadily rising. With the 
m@icrease in industrialization, the development of more jobs 
and the improvement of working conditions and pay scales 
accompanying Greece's accession, this homeward trend should 
continue, and new migrations should decrease markedly. 

Weaver indicates from her research that many Greek 
migrants will return from Western Europe because they have 
fulfilled their "short-term financial epiectivese—— Nearly 
100,000 have arrived home in the last three years already, 
most returning to the towns or regions of their birth. Hope- 
fully, employment opportunities stimulated by regional 
development funds, available with accession, will encourage 
maem tO Stay in the rural areas. 

Zolotas suggests that although the gains and losses for 
a sending country change with environmental conditions, there 


are certain general characteristics which remain applicable. 


PAB Ears 


Beeeper OF EMIGRATION ON SENDING COUNTRIES 


Gains Losses 
1) Remittances iL) Lest Preaucrion 
2) Decline in consumption 2) Decline in investment 
Be Training Se OUEL lev otepunean Capital 
mee ecuilibrium factor pricing 4) Danger of forced massive 
repatriation 
5) "Balanced growth" 5) Demographic consequences 
Source: Zolotas, International Monetary Issues, 
p. 447. 
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Without elaborating on these, it appears that with Greece's 


current situation and impending EC accession, losses will 


overshadow gains, excepting remittances. Thus the reduction 


in emigration predicted by full Community membership should 


benefit Greece. 


Raoiis 3-93 


Gheen EMIGRATION 


1959° 1965° 1970? 1974° 1975~ 1976~ 
23700 117000 68000 97 50 LSe ee) T5126 
Repatriations© 
18434 De eae 26226 
Seomre@es: a) Herrick, Area Handbook for Greece 
papecomomist, Jan 31, 1976, pe 55 
c) Greece: A Monthly Record, Mar 1977, p. 2. 
TABIGE “3-9 
GREEK WORK FORCE 
(percent Of total) 
1971 sys INN yo 
Primary 
(Agriculture) 40 oo 20 
secondary 
CBaeGwstry ) 25 26 She) 
Tertiary 
(Services) 35 36 47 
Zoro jected 
Source: Overseas Business Reports #76-17, p. 20. 
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TABEE 3-10 


GREEK WAGE INCREASES 


(Drachmae) 
Average Daily Wages® Minimum Daily Wages 
1973 1976 Percent 19732 19772 percent 
Increase Increase 
Men 187 B26 74 165 294 78 
Women 2 237 85 144 285 97 
note: Inflationary increases totaled 54.3 percent 
from 1973-1976. (See Appendix Table A-5) 
sources: a) Greece Economic Activity and Development, 
b) we BuSiness in Greece, p. 19. 


BELATIONS WITH ARAB COUNTRIES 

As with so many European nations when the energy ques- 
tions arose in 1973, Greece's attention turned toward her 
Arab neighbors. The relationship began with oil shipments 
to Greece, then highly dependent upon that resource to fuel 
the rapidly expanding economy. However, as Arab buying power 
increased and significant markets opened in the Arab lands, 
Greek officials realized the great potential for reciprocal 
trade agreements. 

In the 1960's Greece oriented its trade almost exclusively 
toward Western Europe and the Americas. West Germany headed 
the list of trading partners followed by the United Kingdom, 
the United States, Italy, France and finally Japan by the 
end of the decade. However, by 1975, the pattern changed. 


Libya became Greece's fourth largest trading partner with 


L239 











000602 


USI0k¢ 


00006¢ 


000992 


TeEAOL 


“GL6T Snyw-Tne ‘xeAzTeSsqO ado 





“LL 490 “‘SSOID peYy OTUSTTSH -— AOUANY OF 31394307 
"O/6T ‘TE Uer “4ASTWOUODY 
"eT -d ’O/61 ‘27 ABW ’Lze# Fa0dey Ueedoang 


000¢ 000S 
0S0¢ SOT6 
0000S 
0000S 8¢8 = 89L 2 000% USP 


(p 
(9 


(q 
(e 


0009 


0S19 


0009 


:Soomnos 


OOOECC 


OOTELT 


000STC 


6c9C0C 


MN spueTzsyZEN Hanoquexny AjTe}I puepTerzy souezq Yyareugq umthtToeq Aueuess 


SH LYWILSH SNOLYVA 
SATULNNOO OFA NI FOAAUD WOU SYAMYOM 


ice SC Ssic Ak 


(D 


(9 


(q 


(e 


30INoes 


L292 








Saudi Arabis second after West Germany. In 1964, all the Arab 
nations accounted for only 5 percent of Greek exports, but 
by 1975 they absorbed almost 17 percent. >” 

Greek officials realized the need to offset the terrific 
Balance of payments deficit created by the value of oil imports 
pooemacde Concerted efforts to counter the flow. This forced 
a shift in trading areas and provided several collateral 
benefits for Greece. Arab oil revenues more than quadrupled 
mye che end of 1973 and supplied these nations with consider- 
fee wealth and corresponding financial capability. They 
quickly realized the temporary nature of the source of their 
income and began reducing dependence on petroleum exports by 
developing other industries. This new emphasis allowed nations 
with foreign exchange as well as to exploit a broad spectrum 

‘ 
@p business opportunities. 

Immediate Arab needs surfaced for housing, schools, hospi- 
tals, roads, sewage and water systems, recreational and tourist 
facilities, new harbors and airports. Greek engineering and 
industrial firms, experienced in meeting these developing needs 
in their own expanding economy, established strong footholds 
with large engineering and construction contracts. These 
totaled over $4 billion and involved more than thirty Greek 


Ad The Arab desire to develop a major 


companies in early 1978. 
merchant marine fleet also provided opportunities for Greece in 
ship building, marine managerial and technical planning and 
Srew training (in this case through attendance at Greek 


Merchant Navy acaalens ee. 
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In the financial sector, Greece provided two major attrac- 
tions for the growing surplus of Arab funds. To encourage 
economic expansion, Greek banks pay large returns on monies 
deposited for development purposes. Investment packages are 
usually offered on shorter terms than in other Western nations, 
and new secrecy laws allow the use of numbered accounts which 
provide the anonymity Middle Eastern investors desire. 

Politically, Greece has traditionally supported the Arab 
position on international issues including the Arab/Israeli 
dispute. In February 1977, Mr. Karamanlis reiterated that 
Greece advocates a speedy and equitable settlement of the 
Middle East issue based on: 

Bee evacuation of the Arab territories 

occupied after 1967, the reinstatement 

of the rights of the Palestinians and 

the guarantee of the frontiers and safe-~ 

guarding ‘opm the right of all peoples of., 

the region to live in peace and safety. 
During the same speech, presented at a dinner given by the 
Ambassadors to Greece from Egypt, Syria, Kuwait, Libya, Iraq, 
Jordan, Saudi Arabia and Lebanon, Mr. Karamanlis stressed that 
Greece had had a pro-Arab foreign policy for twenty years and 
Teena cemeanue GO maintain it. He pointed out that commercial 
exchange with the ambassadors' countries tripled in the last three 
years (from $116 to $440 million) ina "Spectacular" renewal 
of friendly relations. He expressed the wish that the coop- 
eration would continue to broaden in all sectors.>- 

Recent developments indicate ties are strengthening. A 
1977 trade protocol signed with Egypt on November 8, 1976 estab- 


lisnes a $35 million export market for Greek goods including 


pharmaceuticals, wines, olives and other produce. Greek 





purcnases from Egypt are comprised of COL EOn, eee  wOoLner 
agricultural goods and 400,000 tons of crude Sil Professor 
Angelos Angelopoulos, Governor of the National Bank of Greece, 
returned from Cairo in February 1977 after talks with Prime 
Minister Mamdouh Salem announcing an agreement to establish 
a branch of the National Bank of Greece in Cairo. °° 

Pieiaye eo, ME. Do Bitsios, then™Greek Foreign Minister, 
met with his Jordanian counterpart, Mr. Hassan Ibrahim, in 
Athens and signed a framework agreement dealing with economic, 
commercial, scientific and cultural cooperation. Mr. Bitsios' 
=o'!Ow-Up trip to Amman in February 1977 resulted in the 
Signing of a new trade agreement and the reaffirmation of 
Greek support for Arab stands in Palestine. >’ 

During the same trip, Mr. Bitsios visited Damascus, con- 
ferred with Syrian President Assad and concluded agreements 
on cultural relations and telecommunications including plans 
for a cable link between the two countries. The Syrian 
government encouraged Mr. Karamanlis to visit Damascus at 
his earliest convenience to conduct talks and further strengthen 
Meeek/oyrian ties. On July 25, 1977 ferryboats carrying trans- 
port trucks began traveling a route from the Greek port of 
Volos to Latakia, Syria once every four days. At the same 
time, a Syrian delegation met in Volos to finalize the 
implementing of another agreement already signed, to utilize 
the same procedures for moving railroad cars between the 
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Professor I. Georgakis, Greece's roving Ambassador to 
the Arab countries, concluded a basic cooperation agreement 
with Libya in May of 1976, which paved the way for the estab- 
lishment of a Greek/Arab bank later in 1977. Arab interests 
will control 60 percent of the new bank's shares (20 percent 
each for Libya, Kuwait and Bahrein) while the Greek National 
Bank will hold the remaining 40 percent. The Greek press stated 
in February 1977 that the bank will provide general banking 
services and investment initiatives in all Arab countries.>” 
These will include use of funds for large state and private 
industrial projects in the Middle East and North Africa and 
research efforts to help attract Arab money into Greece. 
Greece also concluded an economic and technical agreement with 
Mead in June 1976 which provided for the formation of joint 
enterprises, a framework for future trade and tourist coop- 
eration, consultation on Iraqi housing and road construction 
and a supply of oil to Greece on a Special basis. 7” Agree- 
ments were Signed to expand commercial exchange with Kuwait 
in March 1977 and with Iran in May 1977 to advance relations 
in such areasS as trade, industry, merchant marine and tourism 
while providing the opportunity for Greece to purchase $l 
Pal liom of Iranian crude Sie 

Effect of Accession 

Mr. Zolotas, in his analysis of the Greek/EEC question 
Suggests that upon accession, Greece will act as the bridge 
between the European community and the countries of the 


Middle East and North Africa. Since Greece already has 
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working agreements with most of these nations, projecting the 
interests of the EC countries into them should follow naturally. 
Thus Greece stands to become the gateway for European Com- 
munity ventures into the Arab world, providing guidance 

along routes well traveled by Hellenic industry, commerce 

and politics. To this end, Mr. Karamanlis implemented plans 
in January 1977 to open a transportation Europort in Thessa- 
lonike which "will become an international center for transit 
trade ana ... the southeastern gate linking the EEC with 

the vital commercial centers of the Middle East and North 
epics "7 With Greece as a full member of the Community 
these predictions should prove accurate. 

Pee ne Other direction, investment funds from the Arab 
countries will funnel into Greece through established 
channels, such as the joint Arab/Greek bank, and then dis- 
burse among EC nations using conventional Community finan- 
Cial exchanges. This direct link will take full advantage 
of the totai spectrum of European investment opportunities 
for Arab money. 

The sound infrastructure that has developed between the 
Arab countries and Greece can provide a vital link between 
the industrialized giants of the West and the wealthy emerging 
countries of the Middle East and North Africa once Greece 
has become a full partner in the European Community. This 
position can only benefit Greece as the middle man and 


coordinator for these extensively lucrative operations. 
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TAB sa Z 


GREEK TRADE WITH ARAB COUNTRIES 
(Samadi em) 


C ia 
< sats rear Percent 
77 © US aes) Percent b Increase 
Value Value of total iis O19) 5 

Libya 

exports C.c 140.8 oar 2053 

mnpoOrts 4.3 Los Oras ye 
Syria 

exports meee a7 6 ares: Zo 

imports ES LeZ 2 Ce O92 
Lebanon 

exports visae aro Noe 405 

imperts 2rd bSne5 ee 2089 
EGypt 

exports Oa 7 bono iad 405 

imports i 6.4 Ore ZS 
Saudi Arabia 

exports Ze 0 30. 6 spe 1430 

imports i - AT B38 8.3 6543 
Pheag 

exports Page 206 Oi8 (el 

imports 3°38 Dae, 20 42 
Kuwait 

exports Os. lies Ree: Oro bey. 

imports 0202 Or30.3 = 66 
Jordan 

exports a0) Doma - 670 

moor LS OO 0.14 = = 

Note: imports are to Greece, exports from Greece. 
Sources: a) Greece Economic Activity and Development, 


peer. 


b) Statistical Yearbook of Greece, p. 296-7. 
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Foreign exchange receipts from tourism in Greece for 
Mey years have offset a significant portion of the balance 
of payments deficit. More than that, Greeks have always 
Eaken naturally to the tourist trade. They are proud of 
peetr heritage and make an effort to present it in ways 
which are truly Greek. As early as the 1950's Mr. Karamanlis 
eeeaolished firm long-range plans for. development of this 
BeerOorn and managed to lay a strong foundation before the 
potreical turmoil of the late 1960's began. 

Giemleaders of the military Junta, although continuing 
Bemproauce Substantial growth in tourist traffic, modified 
the perspective on its cultivation. Mr. George Daskalakis, 
1975 President of the Greek National Tourist Organization 
(NTO) stated the military leaders were "trying to treat 
this sector as an industry, overlooking the personal 
aspects — that of offering services to human beings." 

The military leaders did conduct extensive research 
which led them to develop the most advantageous areas, l.e., 
Crete, Corfu, Rhodes, Argolis in the Peloponnesus and the 
Chalcidice peninsula south-east of Thessalonike. However, 
they were so anxious to exploit the perceived commercial 
value of the areas that they provided unrealistically large, 
low-interest loans to virtually any company that offered 
memeenstruct hotels or tourist centers. Many profit hungry 


businessmen could not resist the lure and hired fly-by-night 
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firms which constructed inferior facilities at poor loca- 
tions. Most of these endeavors ultimately ended in non- 
completions or bankruptcies. ** Officials also neglected to 
arrange £Or concurrent infrastructure development projects 
such aS airports, water systems, sewage systems and traffic 
controls which limited the use of the new accommodations. 

With the return of democracy in 1974, the new leaders 
faced the mistrust of the Greek population over the merits 
Se courism and the credibility of public officials and 
businessmen. Potential visitors, equally wary after the 
Political upheavals in July, also needed to have their confi- 
dence restored. 

The newly organized NTO approached the 1975 season by 
Freezing hotel and recreation prices at 1974 levels and 
by coining the slogan: "Spend a holiday in Greece this year 
on last year's budget." NTO staffers offered further incen- 
tives by waiving landing fees for private aircraft, 1ssuing 
gas coupons allowing the purchase of petroleum products at 
One-third the market value and contracting for distinguished 
programs of music and theater including Rudolf Nureyev and 
the Royal Ballet, the Royal Philharmonic Orchestra, the 
Prague National Opera and the Orchestre de Paris. They also 
encouraged Greeks supplying tourist services to remember 
the disastrous 1974 season (tourist arrivals dropped one 
million and the sector sustained a 14 percent loss in revenue) 


and to be appreciative in their reception of 1975 quesese = 
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The Greeks required little prompting, and 1975 ended with 
substantial gains, although overall performance remained 
well below the 1973 record level. 

One deficiency continued to plague NTO officials through- 
eme 19/5: the inadequate training of workers in tourist 
services. The Junta had recruited young people from the 
Mallages, skilled only in goat herding or olive picking, 
ome Sent them to the major urban centers for crash courses 
in cooking and table waiting. The results were rough at 
best, and many guests left Greek hotels frustrated by the 
inefficiency and ineptitude of the staff. The new NTO 
increased the number and duration of specialty training pro- 
grams within Greece and currently sends thousands of young 
Greeks to hotel training institutions in Europe and America. °° 

After recovery and reestablishment of the sector during 
the 1975 season, the NTO paused and attempted to establish 
Meng-range goals. Steadily increasing world prices in 1976 
forced officials to allow Greek tourist charges to rise 
from the artificially held 1974 levels. Most hotel operators 
claimed that their real costs increased 45 percent over the 
two~-season period. In January 1976, the NTO authorized 
an 18 to 22 percent increase in hotel rates. This raised 
the price of accommodations in Athens to London levels. The 
new rates ranged from $20 to $40 per night for a single room 
menacluding breakfast. °/ Even with this hike in accommodation 
rates, the US Department of State Cost of Living Indexes, 
released in April 1976, showed Athens still undercutting 


most other major European cities. 
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TABLE) 5 aeee 


COST OF LIVING INDEX 
(Wasington DC = 100) 


Index Rank 
Sle tes - 2. =—— = —————— 1S Lis) 
EOC S <= oe ee 170 ell) 
Frankfurt ----------------- 165 (2) 
ol ee ae ee 123 re) 
BruSSelsS --3-3--3 33-3 ------- MEY. ( 6) 
Copenhagen ---------<------- 148 (ao) 
Luxembourg ----3--3--------- eA a) 
Madrid -------------------- 116 ( 9) 
Londen ------—-===-—-—-—~-—---— 119 ( 8) 
Belfast ------------------- 114 (11) 
eee aC CB a = ae eS oe ( 4) 


source: Foreign Assistance and Related Eee gett Sues 
peosepetacitOns FY 19777 p. 1102. 


The NTO of course realized that most tourists travel lengthy 
distances to visit Greece which adds to total per person 
costs and requires low in-country expenses for the total 
package to remain competitive. 

Dame ee 8zamnetakis, the Secretary General of NTO in 
July 1977, outlined long-range goals and stressed the major 
Objective for Greek tourism to be: "Cautious development 
in order to safeguard the precious masterpieces that exist 
in (Greece)." He stated: 

Nemeiese aor olan E£Orea Kind of Eourism 
that would insure a steady long-term 
growth, and not the one that promises 


ae rect paoutwchnorteterm profits. Tourism 
must become beneficial to Greece; to 
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help develop our country, to make 
accessible the places of interest of 
our country not just to foreigners, 
but to our own people as well, to 
establish a cosmopolitan environment 
combined with folk traditions, to 
safeguard the evidence of our ancient 
Guom~ana ClVilizatcion ... Tourism 
necessarily demands and draws a lot 
out of the environment. Should we 
not slow it down then? Should we not 
VorO eetnttee toetne least extent 
possible, the things that it takes? 
ec) eiblbe pouneey we must secure a future 
Bor uiees past. to 


The Junta projected an eventual yearly goal of twelve 
mel ien tourists and $4 billion in income.” The new 
regime, applying the philosophy expressed by Mr. Tzannetakis, 
Seman absolute ceiling of 6.5 million annual visitors by 
meo, and the stabilization of that number through control 
of accommodations and facilities.>° Six and one~half million 
visitors in itself remains a terrifically large number of 
guests to serve ina year's time (with the current population, 
a 1.4/1 resident-to-visitor ratio), but the NTO hopes to 
meet the requirement by spreading the tourist season over 
a longer period, perhaps the entire year. 

This reorientation required development of winter sports. 
Greece has at least four mountains (the highest nearly 
10,000 feet) which are snow covered during the colder months. 
A ski resort on Mt. Parnassus (8060 feet) about twenty-one 
Miles from Athens, opened for the 1977-78 winter season. 


Accomodations included two hotels, a casino, restaurants and 
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Ski-lifts.-+ Prem it@es 1978-79 pians include the establish-— 

ment of a large tourist center at Mt. Ziria in the northern 

Peloponnesus. It will be another major ski center but 

will also have the expansion potential for year-round tourism 

peeiee 1 1S close to the Seng > AYS©) £0r sie tilcSeseime 

this season, twenty-five German tourist agencies have 

included Greek villages and cities in their winter schédules.>> 
Year-round tourist trade requires appealing to the "jet- 

set" and the more wealthy travelers looking for new and 

Beegque €xperiences. The NTO has encouraged this type of 

development with some success. The international PLM 

Pempany whicn controls casinos, railroads, restaurants, 

travel agencies and hotels around the world, opened a 

luxurious resort complex in Hermione on the Peloponnesus 

during the 1976 season. Baron de Rothschild, the French 

mead Or the consortium, marked the opening of Porto Heli 

with three days of personal promotion aimed at attracting 

higher income Western European clientele.?* PESO ine vas, 

Me. J.C. Carras, a mayor Greek shipping personality, opened 

Porto Carras, an exclusive and complete resort town, on 

meen Chialecidice peninsula. This 4,500 acre conglomeration 

of hotels, villas, restaurants, shops, Swimming pools, golf 

courses, bathing beaches and yachting marinas has 3335 beds, 

Six miles of coast, presents all forms of entertainment, 

is dotted with vineyards, olive groves, and cattle farms, 

produces excellent wines and 1S reputed to be the largest 


Semolex of its kind in the Homlde 7: 
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The NTO also focused its efforts on expanding existing 
facilities and capabilities which included the restoration 
and preservation of prominent landmarks (towers, windmills 
and old homes) to help retain the true spirit of Greece in 
the tourist areas. The 1978 improvement plans include fifty 
campsites, two marinas and three golf courses, while several 
private firms have already begun upgrading inter-island 
Smulse Service. A one day trip from Piraeus to three Aegean 
islands now costs only $24 and includes lunch, while the 
Epiretiki fleet's three day cruise to the very popular 
Mykonos, Rhodes, Santarini and Crete islands is only ERO8 2° 
The Ceres Company even introduced RusSian-built hydrofoiis 
which can carry 116 passengers and travel at thirty-two 
knots making it possible to visit several widely separated 
islands in one @ay.> 

Since early 1976, NTO officials have meticulously pur- 
Sued a major expansion project: the return of the summer 
Olympic games to Greece. Mr. Karamanlis recently addressed 
a letter to Lord Killanin, President of the International 
Olympic Committee, proposing that Greece become the permanent 
Site (perhaps at Olympia or Delphi) for future games, and 
that the Olympiads be financed from a permanent contribdu- 
tory international fund. Several well known sports personali- 
ties voiced the same opinion in the international press and 


Mr. Andrew Paulen, the Dutch President of the International 


Athletes Federation, summed up these views: 
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It 1s a matter of necessity that the 

Olympic Games should be held permanently 

in the same place. This is because 

of the enormous expenditures needed 

for the necessary installations, most 

of which remain unutilized afterwards. 

The permanent site for the Olympics ought 

to be Greece, where the games were Dory 

and the Olympic spirit was nourished. 
Greek officials will need to resolve a myriad of details, 
and coordinate a lengthy transition period for site prepara- 
tion, but international opinion seems to favor the permanent 
location solution and Greece is a likely choice. 

Effect of Accession 

The overall importance of tourism to the Greek economy 
Demerliteadt. in 1976, tourism accounted for 27 percent of 
the invisible foreign exchange earnings which in turn 
covered 67 percent of the year's trade deficit.?” Visitors 
Beom cEne EC countries contributed a major portion of that 
income. Of the seven largest groups visiting Greece in 1976, 
four came from the Community (Germans, Britons, French and 
iemebans) sending a total of 1.4 million tourists. 

With Greece's accession to full membership, the physical 
contacts with the Community will increase, exposing a greater 
Member Gf EFC residents to the tourist opportunities avail- 
able in Greece. The required standardization of rules, 
regulations and procedures will remove many of the unknown 
characteristics of the Greek environment and the concrete 


bond of Greece with the EC will suggest an aura of political 


stability which will reduce the fears of prospective 
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travelers. The harmonization of Greek methods with Euro- 
pean standards of hotel classification, recreation schedules 
and travel patterns will also present a more understandable 
picture for North and South American travelers accustomed 

to Western Europe's procedures. 

In the NTO's quest for returning the Olympics to Greece, 
alliance with the EC nations should increase those in sym- 
pathy with the cause and enlarge the pool of influence 
available to Greek officials. The initial steps to estab- 
lish the permanent international support fund should also 
be more easily taken througn EC channels. 

On the other hand, certain costs will accrue to the 
Beurist sector once Greece acceeds to the Community. 

Rates for accommodations and services, currently some of 

the lowest in Europe, will rise to parity with other 
Community states as demands begin to exceed supply. The 
goals preventing the conversion of tourism to a commercial 
Mm@auSsery and Of “attracting the foreign tourist who respects 
(Greece's) natural and cultural heritage" will have to be 
jealously guarded. Already the monks at the sacred Mt. 
Athos orthodox monastery have placed restrictions on tourist 
admissions because of overwheiming numbers and the lirrever- 


ence shown by some visitors. 
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FOREIGN EXCHANGE RECEIPTS 


TABLE 3-14 


CS wine hakepey' 


Wee) LIS ee ya = 6 OCd197506CUSlhCd9TG Ct 1977° 
Tourism 393 24 515 23 448 18 644 23 £824 27 #932 
Shipping eon 2! 6000275 so, 36 845 30 914 30 
Migrant 
Pombeeaneces 5/5 35 735 33 674 28 +$783 28 #=.%8gs03 26 
Other clOm 14 eos 170 4 CdS 454 «(«219C~CtéC«HSBB’SCSdL‘ 
Total 1614 2203 2399 226 3024 
A PTO jection 
Sewmeces: a) OECD Survey Greece 1977, p. 17. 
DbieMeciwas ~.Cuiastlanescaence Monztoxr, 
Maemo nos, Oo e - 
TABLE 3-15 
TOURISTS FROM EUROPEAN COMMUNITY 
COUNTRIES (thousands) 
iSeeo73  e74 1975 1976" 1977 
Belg-Lux Oey 3S, BOnsG 26.8 38.4 
France 15o ye 2 Zoe (eae | 303.4 
Germany 247.8 Sse a 234.3 5 O74 Sy) 2) 
Denmark pom. 6ihed 36a5 BOs d 
UK BE 6) Sa5ed 244.6 319.5 423.0 
Ireland 3) Be, 1 ee 2 Oe 6 
Italy Me 20.2 2 SZ 64.3 7. HES) 3 O 
Netherlands 56.4 66.9 40.2 Shy S' 
total, EEC Dron Oe. 135 4,6 of Sila ely le 2s raul) 
vs 548.1 61526 3 Tee alle (sy) 464.0 
Total Tour. 2731.5 3177.6 2188.3 3172.9 4243.5° 4345 
Sources: a) Statistical Yearbook of Greece, p. 375. 
b) Greece: A Monthly Record Jan 77, p. 2. 
eyeGcreece: A Monthly Record Feb 7/7, p.- 6. 
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las) Christian Science Monitor, 
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TABLE 3-16 


INCREASES IN TOTAL TOURISTS AND 
FOREIGN EXCHANGE 
(percent over previous year) 


197s 1974 1975 L976 oy 7 

Total Tourists 16 - 32 44 33 10 
Foreign Exchange 

Pe Coalgts (tourism) 31 = he! 43 og), ay 


Source: Tables 3-14 and 3-15. 


REGIONALISM 

Greece has faced acutely unbalanced regional problems 
Since the beginning of industrialization in Europe. The 
problem surfaced as workers began to perceive distinct 
location differences in the advantages of Greek life. These 
perceptions spawned internal migration to urban centers such 
as Athens — Piraeus and Thessalonike and to more fertile plains 
areas located in Macedonia, Thessaly and southern Epirus. 

Most of the outflow came from the poorer, overpopulated 
island environments and the Peloponnesus area.?” Those who 
moved sought better employment conditions and higher wages, 
meeeca fo better food and clothing, improved educational 
facilities, more health and social welfare services, better 
quality housing and in general a new way of life. 

Pavlopoulos, in his 1975 review of Greek manufacturing 
wage level differences, suggests that pay often determines 


labor mobility and that wage differences in different regions, 
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Sveur ron Similar jObSmare a function of cost of living 
differences, the number of employers controlling the labor 
force and disparities in the natural labor market (size, 
number, skill, diversity, 28615) 58 Greek workers gravitated 
toward areas of more lucrative employment and to regions 
which provided opportunity for advancement and growth. 
Most Greeks have strong ties with the traditions and 
customs of their villages, but they feel greater urgency 
to provide substantial opportunities for their children. 
The advantages of a more prosperous area, often the urban 
complex, appealed to this instinct and caused many Greeks 
to leave the places of their birth. °? 
The migration syndrome soon became self-perpetuating. 
The less developed areas continued to lose manpower, skills, 
talent, youth and financial resources while the expanding 
major centers gathered these assets and increased their 
appeal and offerings. As a result, greater and greater 
regional disparities occurred in per capita income, stan- 
Paice ot Living, Industrialization and services provided. 
For many years, the government did little to control this 
Mreeiing Gap Urcell, by the mid 1960's, officials could no 
longer ignore the visible repercusSions of the migration. 
The 1968 to 1972 Economic Development Plan cutlined by 
the military Junta heavily stressed regional development 
none oe It decreed that each region develop according to 
its unique advantages and then sustain its own growth; that 


individual regional centers provide all required social 
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services and facilities; and that officials take measures 

to resolve disparities between regions, particularly incomes 
and standards of living and between Athens and the rest 

of the country. 

The plan established seven Regional Development Ser- 
mrees (RDS) under the Ministry of Coordination which charged 
them to adopt government development policies to the specific 
needs of the regions, thereby decentralizing the administra- 
tive machinery and promoting use of resources within each 
area. Primarily because of bureaucratic inertia, this 
aspect of the design attained marginal success, being 
limited mostly to agricultural reorganization. 

In 1973, the government estimated that by 1987, the 
Greek urban vopulation would reach two miilion people and 
that employment in agriculture would decrease by 600,000. 
Since the RDS plan had not succeeded, the Junta placed its 
new regional emphasis on developing urban-industrial "poles" 
Srnecenters Capable of absorbing surplus workers from the 
agricultural areas, thereby reducing disparities and halting 
emigration from those with potential. Officials forecasted 
that under this project, by tne year 2000, the Athens/ 
Thessalonike axis would have 6.5 million people; Volos/ 
Larissa 300,000; Heraklion/Conea (Crete) 220,000; IQannina 
and Kavallain Thrace with their poles 60,000 to 100,000 
each; and Kalamai in the Peioponnesus with its pole also 


60,000 to 100,000. °% 
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Through the Hellenic Industrial Bank (ETBA), the govern- 
ment provided generous incentives, including exemption from 
taxes, easy credit and government management assistance, to 
accelerate the decentralization plan. The Ministry of 
Coordination also appropriated large parcels of land on 
which to establish the industrial complexes. In Thessalonike 
alone, officials proposed to expand the central area from 
315 to 980 hectares (778 to 2,420 acres) .° 

Change came slowly, however, and by 1974 the now dras- 
tically lopsided regional condition reached a critical level. 
Vatikiotis in his 1974 essay on Greece asserts: 

The concentration of political, adminis- 

trative, commercial, and industrial 

activity in (Athens) promotes over- 

centralization and paralyzes the rest 

of the country. 66 
He bases this assertion on some staggering statistics. The 
Athens/Piraeus complex encompasses: 

35 percent of the nation's civil servants 

85 percent of its physicians 

70 percent of its students of higher education 

50 percent of its industry 

39 percent of its electric energy consumption 
The European Community Commissioners in thier January 1976 
Opinion on Greek accession state: 

Industrial growth has tended to concen- 

trate geographically, the bulk of 

investments centering on the Athens/ 

Piraeus conurbation to the detriment 

of most of the islands and the 

peripheral mainland areas, thus 

aggravating the regional problems 

faced by Greece. 


The Karamanlis administration addressed the regional 


disparity problem shortly after it consolidated its power, 





but parliament did not enact a regional development law 
(No. 289) until 1976. As outlined previously, this statute 
provided generous stimuli for industrial business concerns 
to locate in relatively remote areas and not select sites 
in urban complexes. Investors responded favorably to the 
incentives, and by the end of 1976 the Ministry of Coordina- 
tion received applications under the new law for projects 
Eotaling $115 million. °° Also in 1976, the Athens regime 
established the National Council for Physical and Environ-~ 
mental Planning, whose thirteen ministers assumed the responsi- 
bility to develop a new system of land planning aimed at 
Bebanecing the concentration of industry around the eG mies 

Progress remains slow in solving this basic structural 
dilemma, however. As rapidly as the government locates new 
industry away from the major hubs, the older firms entrenched 
in these areas expand or diversify and attract more workers 
and resources. The Athens government, partially at least, 
Will have to resolve this perplexing matter before they 
Sameexpect Significant alterations in the economic structure 
Seeene country. a 

Pee eoewoOr ACCeSsion 

Greece's regional problems specifically qualify the 
Bountey ©£or Ehe use of EEC aid funds which will directly 
feltaetoerelieye the internal migration and industrial 
@eneralization dilemma. /° The social fund will provide money 


to retrain and resettle Greece's rural poor while the gul- 


dance section of the EACCF will help to modernize Greek 
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farming techniques and raise living standards in the 
agricultural regions. Special aid is available from this 
section of the fund to help the farmers on the land in 
particularly poor areas, thus protecting the countryside 
from abandonment and misuse. This consideration has become 
a cGhief concern of the Athens government as pollution and 
the effects of tourism come to bear. 

Programs developed around the assistance from these 
two funds will attack the major regional problem: internal 
Migration. The EC Regional Development Fund will devote 
resources from the more prosperous members of the Community 
to modify and support the decentralization plans of the 
Karamanlis government. 

The major concern of EC member countries is the cost 
of accession through these funds. Although not debilitating 
(hypothetically only 5 percent of the 1976 EC budget), a 
measurable cost will accrue to the Nine and could continue 
for several years if Greece responds slowly to fund guidance. 

Greek planners are concerned about the overall negative 
effects of diversifying the industrial infrastructure from 
two major centers to eight or more. Concentrations of 
factories and production plants will scar the countryside 
and the environment, two of Greece's most valuable resources. 
Government officials must also cope with management control 
problems which come from spreading out. The Greek ministries 
directly run many of the commercial enterprises in their 


areas, and diversifying these will only increase the burden 
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On an oOvertaxed and inefficient bureaucracy. How far the 
industrialization should be carried and the extent of diver- 
Sity are critical questions over which government officials 
feel they must retain control. Use of Community money will 
require progress and carry restrictions that may not be 


totally palatable. 


TAB iio 7 


REGIONAL POPULATIONS 
(1971 census) 


Urban Semi-Urban Rural Inhabitants 
(percent) (percent) (percent) per Sq Km 
Greece Total Sy i Me Sone 66.4 
Greater Athens LEO Or0 0 0 555k 
Rest of Central 
Greece ZO Fe a": 45.8 40.5 
Peloponnesus 25776 12.4 56 46.0 
Ionian Isls. ob 3.0 74 O15 6) ooo 
Epirus 23a 8.2 Seg Il Be 
Thessally 35.6 sis rere 48.4 47.4 
Macedonia 46.0 Bo a0, 3920 Bie eee 
Se which 
Thessalonike [52 8-9 WA BIS IS) Ses) 
Thrace 29.4 Ze 553 38.4 
Aegean Isls. 24.8 Jal, ae 3 45.8 
Crete Sie es) Oy Sens 54.8 
Source: Statistical Yearbook of Greece, p. 20. 
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Greater Athens 
Thessalonike 
Patras 

Volos 

ieaklieon (Crete) 
Larissa 

Canea (Crete) 
Kavalla 
Perinion 


Kalamata 


Source: 

Greece 
leo 2 | Ak 
1931 30 
1949 18 
1959 19 
1969 ay 
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POPULATION CONCENTRATION 


Percent of Percent 
population of area 
Normal 40 40 
M@erenz Curve) 
Italy 40 22 
Greece 40 16 
Ireland 40 14 
source: Opinion on Greek Application for 


Membership, p. 27. 


AAS LD, TB 2 I 
SER ewech- ITA GDP BY REGION 
je 7us) 
Greece Total jE(O) eal 
Attica and Aegean Islands 
mieclLuding Athens 1482 
Central & Western Macedonia 
Pnewmeaang Salonika 1124 
Peloponnesus and Western Mainland TAS) 
Thessaly hs 
Crete 706 
Epirus 626 
Eastern Macedonia and Thrace 7 Ou 
Source: Opinion on Greek Application for 


Membership, p. 30. 


ENDUSTRY 
To develop as a modern European nation, Greece naturally 


focused its expansion efforts on the industrial sector. 





Growth occurred very slowly, however, because of internal 
resistance to change and the thoroughly entrenched and 
antiquated industrial infrastructure. Most Greek entre- 
preneurs lacked both the managerial skill and the ambitious, 
modernizing drive necessary to take the risks and bear the 
uncertainties required for real structural modifications. 
They avoided industrial investments in favor of more tra- 
ditional and secure importing and real estate endeavors. ’ 
Those that did become involved, gravitated toward the lighter, 
more predictable, consumer-goods fields, primarily food, 
beverages, tobacco and textiles. These branches are still 
the largest, but they currently comprise somewhat less of 
the total manufacturing production than ten years ago. This 
trend indicates that the structural problems remain but 
that redirection efforts are slowly developing intermediate 
and capital goods industries. 

Government effort in the past to expand the heavier branches 
Se inaustry utilized protectionist devices including tariffs, 
Mipert Licensing, import payment controls and quotas. The 
weaker industries became dependent upon these supports and 
found it unnecessary to create efficient competitive com- 
panies. Monopolies flourished. The progressive schedules 
Se ,carite reductions included in the EC Association Agree- 
ment have helped to eliminate some of these problems but 
have not created an independent industrial sector. 

In May 1974, Mr. John M. Mitsos, at that time the Presi- 


dent of the Federation of Greek Industries, predicted that 





the most dynamic branches of industry with good future 
opportunity would be processed farm products, textiles, 

wood products, heavy chemicals, basic metals, petroleum 
refining, non-metallic mineral products (cement, tiles, 
clay), fabricated transport equipment (trucks, autos, buses), 
engineering equipment, and telecommunications aspapienee — 
His forecast discriminated little between light, heavy and 
Peeermeaiate branches of industry, but production statistics 
at the end of 1976 showed once again that light industry 


and consumer goods outpaced capital goods nearly three to 


one. 
TABLE 3-22 
INDUSTRIAL PRODUCTION INDEX INCREASE 

(1970 = 100) 

L973 1976 Percent Increase 
Textiles fe 7 200 36 
Non-metallic minerals 137 168 Ze 
Chemicals 148 1 19 
Tebacco ia 1h AL 20 
Food 114 130 da 
Basic Metals AGA 169 4 
Consumer Goods 139 168 20 
Capital Goods E50 ow 7 


Source: OECD Economic Survey Greece, 1977, P. 45. 
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RABE 25 


INDUSTRIAL PRODUCTION AVERAGE 
ANNUAL PERCENT INCREASE 


(1973-1976) 
texeties ;sclothing, footwear We 
Chemicals Ge 
Food, beverages, tobacco 4.8 


Heavy industry 
(base metals, metal products 
machinery, transportation) ats 


source: OECD Economic Survey Greece 1977, p. 6. 


Despite these symptoms, the total industrial production 
index increases 10.6 percent in 1976 compared to 4.4 percent 
melo 75 and -1.6 percent in nega, != This overall success 
encouraged government officials to pursue their development 
plans but place more emphasis on boosting demand for indus- 
trial expansion goods. Such tactics required more active 
encouragement of foreign demand for the sluggish industrial 
MEOaucts . 

Mr. Karamanlis currently faces two financial problems 
soawned in the post-war aaotioa | 4 First, to establish the 
Besired growth pattern, the manufacturing industries require 
considerable investment from the private sector. Since the 
early 1950's, however, Greek investors have placed nearly 
eyvice as much Gapital into housing construction as manufac- 
turing. This tendency stems from Greek pride in home owner- 
Ship and from a dwelling's acceptability as a suitable dowry. 


Real estate ownership also has provided an excellent hedge 
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against inflation in times of past political and economic 
instability. Pesce =tradltvenal concepts are difficult to 
evercome and the government, even in this time of a stable 
democracy, faces a formidable task when trying to convince 
people to buy shares in a new automobile plant as opposed 
to making a down payment on a house. Mr. Zolotas underlined 
his concern in this area during a speech to the economic 
editors of the Athens press in February 1977. He stated 
that although the 1976 Greek increase in investments led 
mmeecene OFCD countries, it was primarily attributable to 
construction of homes and other expensive buildings. He 
Further warned that "private initiatives should be motivated 
because unfortunately they do not show the initiative 
required by a free economy."/> 
second, most manufacturing firms rely on borrowed 
money, rather than invested capital or retained profits to 
Finance their operations and the loans are usually short- 
term at high interest. This increases cost and lowers 
efficiency. The Hellenic Industrial Development Bank (ETVA), 
a corporation formed in 1964 and wholly owned by the state, 
does help to finance new industrial enterprises (currently 
its emphasis is on new plants for asbestos, aluminum, sili- 
cone, ferrochrome and petrochemicals) and provides market 
information to investors to keep them appraised of the current 
environment. ’° Interest rates and loan terms offered by 


the EVTA are usually more attractive than those of other 
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commercial lending institutions. An EVTA subsidiary, 
Pemlenic Exports S.A., began functioning in 1971 to help 
Peomocre exports of industrial products and thus build up 
that sector through demand channels. It currently provides 
marketing, sales promotion, technical and research services 
to its clients, thus encouraging more stability and an 
environment where the heavy reliance on borrowed funds can 
begin to dissipate. ’’ Mr. Karamanlis based his correctional 
plans for these and other industrial issues on Greece's 

need to prepare quickly for EEC accession. 

The condition of several specific industries should be 
briefly mentioned. The Greek mineral, mining and processing 
corporations are becoming more stabilized. As previously 
Cited, officials established the Institute for Mineral and 
Geological Research (IGME) in early 1976 to ascertain just 
what types of minerals exists throughout the country./® Of 
the minable metals, aluminum is by far the most important 
and since 1969 the industry continuously produced the largest 
amount of metal ore mined in the crude state in Greece. ’” 
Pweg /o, aluminum products accounted for 12 percent of all 
exported manufactures, exceeded only in the metals category 
by iron and steel products which depend on imported inter- 


ee The industry began its real growth 


mediate materials. 
in 1966 when Pechiney Ugine Kuhlmann of France opened the 
Aluminum de Gréce industrial complex in BoStia province. 


Until 1977, the French company represented the largest 


Single industrial investment in Greece ($300 million) and 





it contributed its own processes and management staff to 
operate the alumina reduction plant and aluminum smelter. 
By 1970 the complex became the largest exporter of manu- 
factured products from Greece. 

The leading producer of bauxite in Greece is Bauxites 
Parnasse Mining Company which early in 1976 completed plans 
for a new alumina manufacturing plant near Parnasse on the 
O@bt OL COrinth. O£f the $200 million investment and $60 
million equity capital, two US companies, the National Steel 
Senporation and the Southwire Corporation hold 49 percent 
interest. The ETVA and Paranasse will share the 51 percent 
Semerolling balance, split 21/30 respectively.°? From the 
580 million ton assessed Greek bauxite reserve, the new 
plant will have the capability to produce 600,000 tons of 
alumina annually and the opportunity to double production 
when adquate electric power becomes available.°-. The complex 
is scheduled for completion in 1980, and officials already 
have discussed plans for expansion into full aluminum 
smelting. 

The most rapidly expanding industry in Greece is textiles 
meo7G) Production up 16.8 percent) and its associated activi- 
ties such as clothing, yarns and ARGO E 5 Glothang exports 
alone have increased over 300 percent in value since 1973, 
accounting for 66 percent of the miscellaneous manufactures 
leaving Greece in 1976. For the first time this product 
exceeded tobacco and became the largest single export item. 


Greece is rapidly becoming competitive with the EC in the 








textile industry, partly because it is the only European 
SeInery tO Grow its Own cotton (Over 360,000 tons in LOPE) es 
Over 90 percent of the crop remains in the country, and 
various textile based manufacturing companies use it to 
produce exportable goods which earn considerable foreign 
exchange (over $289 million in OPS oe Mi eeenolagos, 
then Minister for Industry, announced in May 1977 the move- 
ment of textile branch industries to the border areas in 
Support of the industrial development plan. He specifically 
cited the Samos Weaving and Textiles Company, a jcint Greek/ 
German enterprise, which when completed will manufacture 
2,500 tons of yarn annually for export to West Germany, 
alone earning over $6 million at 1975 export prices. °° 

Recent developments in some of the smaller industries 
have been significant as well. Officials have recently 
BPeremerca EO attract successful foreign companies to the 
mood processing £ield which is traditionally inefficient 
and of low standards. Nestle and Del Monte already run 
profitable branches in Greece, but the sector needs a real 
SeeseweeerprIng 1t up to EC competition levels.°/ Food and 
five animals accounted for 22 percent of Greece's total 
Sores imneee7>o. Wren imoroved efficrency they could pro- 
Vide considerably greater values at lower cost. 

In 1974, Greece took first place in Europe in overseas 
cement exports with nearly 2.1 million seme Demand 


increased in the next two years stimulating new plants, 


attracting foreign investment and pushing 1976 production up 
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by 12.5 percent. Several plants are now capable of an 
Puepec exceeding 500,000 to one million tons annually, and 
total Greek capacity is approaching thirteen million tons. 

(Wieteehe COntlnuing probability of major oil finds in 
BaeminasOS 1Sland area off the coast of Macedonia, foreign 
interest in petrochemical manufacturing has significantly 
increased. In early 1977, government officials approved a 
2641 million investment (the largest ever) in a new manu- 
facturing complex to be located near Kavalla, one of the key 
industrial decentralization sites and close to the Thasos 
area. If the Prinos fields yield as predicted, the new 
consortium will utilize large quantities of the oil as raw 
material for petrochemical products. Market value of the 
enterprises' goods should exceed $300 million annually and 
Mmeovide nearly $i50 million in foreign axdnameeae 

With the advent of these very large industrial endeavors, 
the owners of Greece's smaller handicraft industrial units 
have become concerned. Mr. Papaligouras, then Minister of 
Coordination, assured them that they too would benefit from 
the industrial boom through expanded subcontracting work or 
Femi@hashers Of the big industry products. He pointed out 
that in several traditional fields, mass production facilities 
could never replace the handicraft enterprises. 

Effect of Accession 

With full membership in the EEC, Greek officials face 
confrontation once again with industrial infrastructure 


problems. As previously discussed, most Greek industry 





remains small in scale and family owned. In 1977 less than 
100 firms employed more than 200 people. Consequently, 
productivity (GDP per employee) remains low and ineffi- 
clency abounds.” ” Many firms are protected by government 
supports which the accession agreement will abolish, and 
Pormrcy Officials will have to decide which sections of the 
industrial structure can survive on their own in the com- 
petitive EC environment. Pesmazoglu suggests that reorgani- 
zation and modernization of the small and medium size firms 
may be less difficult than supposed and that many will 
readily adapt to modern management and marketing vachamemace 
He asserts that real market competition will provide a 
valuable pool of manpower, competitive drive and management 
MMnitiative if officials execute practical reforms and help 
the hardier firms to make the transition while selecting 
other industrial areas to develop. 

This approach means increasing emphasis on drawing 
foreign capital into Greece. With the formation of ELEVME 
in 1976, Mr. Karamanlis warned that upon Greece's accession 
Serene 2RC, private enterprise would find that survival 
depended on large~scale sowoesingme 7 He also pointed out 
nowever, that with this investment would come advanced 
technology, a large volume of jobs and the opportunity for 
spillover of peripheral industries, plants and factories. 


With the new competition and the restructuring needs 


will come the expanded markets that the EEC and its associates 
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Pumerovide. Distinct possibilities of collaboration exist, 
particularly in manufacturing and trade and, as already 
discussed, Greece's geographical location will allow her 

to serve as a bridge between the markets of Europe, the 
Middle East and Africa, providing considerable expansion 


SePOreunities for the EC nations. 


Tass 3-24 


INDUSTRIAL PRODUCTION CHANGES 
Do74e co 1975 


Percent 
Increases* Reasons 
Textiles 162-6 increase in knits, yarns, synthetics 
Garments & shoes 5.9 increased exports by large plants 
Food, Beverages, 
Lopacco Bee increases in sugar and olive oil 
Non-metallic minerals 3.0 increases in cement, china, 
earthware 
Percent 
Reducer tons 
Paper, publishing, 
Point Lng RE reduced paper production 
Basic Metallurgy =O lower international demand 
Metal Objects, 
Machines - 7.4 reduced production electric 
motors, appliances 
Meansport Vehicles - 3.6 not shown 
Percent Change "6 
Overall Manufacturing 
Durable Consumer goods a. 3 
Consumer goods oes 
Capital goods at elec 
metalets75 Industrial 
PLOGucE1On me ellAG) ais) 
Sources: a) Greece Economic Activity and Development, p. 2l. 


b) Statistical Yearbook of Greece, p. 234. 





Tao LE 3-20 


PRINCIPAL MANUFACTURED EXPORTS 
CS) elon } 


1975° 1o762 

Iron and Steel 154 G5 
Textiles (total) as not available 
SLothing LBS Ihe 
Cement 97 not avallable 
Machinery, Transporta- 

tion, Equipment 90 126 
Aluminum 83 oO 
Footwear 55 98 
Leather products, 

leather 48 58 

Seurees: a) Statistical Yearbook of Greece, p. 309, 310. 


b) OECD Survey Greece, p. 47. 


TABEE -3=2i6 


GREEK MANUFACTURING AS 
Peace Nt OF GDP 


EO 18 os 20 
1S Fle ao de 20 
bo 7 2 Ds) ILE Zils 


Sevres: ~ORCD Survey Greece, p. 41. 


AGRICULTURE 

Timeuemeut Greece's postwar economic growth period, 
the agricultural sector developed at the slowest rate and 
resisted change most tenaciously. Although three regimes 


Vigorously attacked the problem, the structure of Greek 





agriculture in 1978 remains similar to that of 1953. 
Government officials described the conditions in early 


mg] 7] : 


Agriculture has not yielded results 
commensurate with its productivity 
potential because of its inadequate 
Organization and outdated traditional 
structure, and 1tsS orientation in 
relation to the achievement of a 
high standard of self-sufficiency 
ENBOUSH Ghee asellcactlon Of a strong 
PEOCTECELONIMSt policy . 
The same officials concluded that they needed to "rapidly 
me2Ormm agricultural institutions and standards at bcth the 
production level (farm size and organization) and the trading 
level (distribution and sales techniques). 

In the 1960's, Greece reached self-sufficiency in bread 
grains, fruits and vegetables, tobacco, cotton, olive oil and 
Gried fruit, but a considerably increased demand and heavy 
importation of meat and dairy products coupled with small 
domestic production placed a large drain on foreign exchange. 
Ironically, Michael Wall had suggested a solution in July 
1971 to these same problems: 

To save foreign exchange, Greece must 

concentrate on producing at home more 

of the foodstuffs it now has to import 

and to earn foreign exchange it must 

grow the crops for which there are 

ready export markets. ?4 
His suggestion was not a revelation, but it depicted the 
heart of the matter: the need for structural reorganization. 


Greek farmers have traditionally displayed major resis- 


tance to reorganizational efforts, refusing to produce 
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emeterem: Crops, adopt more efficient dairying tecHniques 
Or switch to breeding and rearing animals. This attitude 
keeps standards low and prevents consumer confidence from 
developing in the weaker products. The fragmentation of 
Hand holdings complicates the problem further, since most 
farm plot owners are unwilling to consolidate their small, 
separated holdings and in fact tend to sub-divide them 
further through dowries and inheritances. 

MeSsertatmers Lind it ditficult to understand why offi- 
cials want to make changes since the government historically 
has supported existing commodity production structures with 
heavy subsidies. In 1966, twenty different programs aided 
the means of production (fertilizer and farm machinery), 
twelve augmented minimum product prices, eleven increased 
export prices to minimum levels and ten reimbursed market 
eeses for specific AOC RGELeuietnalwOnrElewale 1m 
several cases attempted to use these supports as incentives 
for stimulating production of new, more desirable goods, 
but they did net apply consistent methods and generally 
tended to perpetuate the status quo. Until recently, the 
government even purchased vast amounts of surplus crops, 
Poerteulariw wheat and tobacco, which could not be sold by 
producers. The overages created Significant storage prob- 
lems and large government budget drains when the products 
later resold often for one-half the purchase price. 

Since farmers still comprise 35 to 40 percent of the 


working and thus voting population, possible election outcomes 
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merce govermment Officials to consider the political rami- 
fications of agricultural reform. Sudden removal of sub- 
Sidies or changes in price support ievels could alienate 
many voters. Since 1961, Greek farmers have enjoyed exten- 
Sive financial protection by the National Crop and Social 
Insurance Agency WEN? At no cost to the farmers, 
coverage includes: 


1) Old age pensions at 65, 


2) Disability pensions for workers and their 
children, 


3) Complete medical insurance coverage for the 
entire family, 


4) Crop insurance against hail and frost, 

5) Family cost of living allowances. 
This generous plan, financed by direct and indirect taxes 
on the entire Greek population, helps significantly to 
offset lower agrarian incomes. 

Although the government has directed most of its recent 
effort toward harmonizing Greek agricultural policies with 
the EEC's CAP, Greece's structural limitations have hindered 
real progress. In 1976, the Community placed Greece in third 
country status and applied countervailing charges on certain 
produce items because the goods arrived in EC countries at 
prices below reference levels. AS a result, Greece destroyed 
19,000 tons of peaches, reduced by 50 percent the output 
of tomatoes headed for the EC concentrate processing indus- 


tries and curtailed orange and cucumber shipments for certain 
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periods, thus increasing spoilage Moscesn< | The EC 
Commission's Agriculture Committee in an official opinion 
Seca Greece S agricultural structure as the cause of the 
m@ncident. 
In many respects Greek agriculture is 
comparable to that of southern Italy 
and of other Mediterranean countries, 
being characterized by the frgamentation 
GO: NelG@ings andestrong Conditioning by 
geographical circumstances, by the high 
proportion of mountain areas, problems 
O£ erosion, irrigation, etc., by its 
output of Mediterranean products, by 
low mechanization and by a shortage of 
Breserving ana Sacking facilities. All 
these factors combine to prevent Greek 
agEleulzure =rom 2GKe Lg competition from 
Community agriculture. 78 
Since the other EC countries with Mediterranean climates 
produce many of the same goods, the problem will not be 
solved easily. 

Over the years, Greek governments attempted many ways 
to reorganize the agricultural structure. The military 
Junta established increased productivity, improved farm 
income and accelerated changes in production patterns as 
main targets. They obtained some success by applying tech- 
nological improvements to fertilizers, seeds and pesticides 
and by convincing farmers that they could use tractors effec- 


tively even on small plots.”” 


They persuaded herders to 
Switch from sheep and goats to cattle, and introduced 
artificial insemination methods to improve herd size and 


gGuality. The Colonels even attempted complex land expansion 


projects including clearage, drainage, irrigation, desalination 
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and flood protection. Weintraub contends that the military 
regime did meet some of their objectives and that: 

The considerable advances in the 

accelerated agricultural growth were 

carried by the sinews of the 'reformed' 

mUiece OCC cy ves. .: 
He may have been partially accurate in his assessment of the 
Colonels accomplishments, but the "reformed rural society” 
retained its basic structural problems. 

The Karamanlis government took over the fight by shifting 
resources and funds into more dynamic high-income commodities. 
The state-owned Agricultural Bank became the vehicle for 
these efforts and intensified its activities with increased 
handling of technical services to farmers, expanded distribu- 
tion of fertilizer, seeds and breeding stock and closer 
Supervision of agricultural cooperatives. The Bank is the 
sole source of credit for most farmers. In 1975, it processed 
Soon 51.5 million worth of long and short-term loans.*°? 

In November 1976, after analyzing the sector, Mr. John 
Boutos, Minister of Agriculture, announced the main features 
eeechne 1977 Agricultural Bibeamgan © The document cites new 
incentive policies to encourage increased production of 
hard wheat, feed grains, cotton and potatoes while opening 
new crop areas in horticulture, fruits and vegetables. fThe 
plan provides for more farm machine credit and extends terms 


on farm real estate investments through the Agricultural Bank. 


Suggestions for major long-range institutional changes include 
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jand redistribution schemes to facilitate consolidation, 
projects to double the farm land under irrigation by 1982, 
methods to create direct local markets that will eliminate 
unproductive middlemen and plans for reorganizing the 
Dureaucracy in the Ministry of Agriculture to improve 
administrative and research operations. The instrument 
proposes a public expenditure of over $25 million (a 20 
percent increase over 1976) and allocates 40 percent for 
crop improvements and technical equipment. Nearly all of 
the remainder is earmarked for improving livestock farming) 
with about $7 million set aside for development of fisheries.*?? 

The government realized the crucial importance of the 
livestock question, and in the first months of 1977 began 
utilizing the proposed funding by implementing new cattle 
fieing, breeding, feeding and slaughtering neonates while 
at the same time reducing subsidies to the sector. Mr. 
Boutos concurrently announced the application of stevs to 
increase wholesale and retail prices for veal, pork and 
poultry and to improve domestic production of livestock feeds 
to substitute for imports. These measures initially wiil 
cost consumers and producers more, but in the long run they 
should benefit all by reducing government spending, encouraging 
efficient production, saving foreign exchange and redirecting 
consumption toward more economical protein sources. a 

Effect of Accession 


In February 1977, the EC Committee on External Economic 


Relations filed a report adapted from recommendations made 





by the Joint Greek-EEC Parliamentary Committee during its 
1975-76 sessions. The agricultural evaluation concluded: 
The committee noted with regret that 
as far as agriculture is concerned, the 
Association has failed to make any real 
Geog ees), especially over the past few 
Monnens. 
The fifteen Greek deputies sitting on the Joint Committee 
consequently confronted several problems. 

i) Lower meat and dairy product prices from the northern 
EC countries wili severely affect Greek producers of these 
goods. 

2) Under Greek law farmers who own small plots of land 
are treated as employed workers and receive employee sociai 
security and free movement benefits. Community criteria do 
not consider them dependent workers and they will lose these 


advantages.+°° 


3} Greece will have to honor lower Community tariff 
agreements with third countries, and since these are exten- 
Sive, major competitive forces will impinge on the Greek 
eaeiecultural market. 

4) The French government has demanded revisions in the 
CAP to include minimum prices on Mediterranean goods traded 
among EEC members, minimum quality levels for fruit and 
vegetables bought by one member from Anene. a ban on wine 
mixing and more aid to Mediterranean Pena oe As 


result Greek goods will have to bear higher prices and 


stiffer standards, and since most Greek wine is shipped 
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in bulk for mixing, Hellenic winemakers will have to conm- 
Seay GeSCEucLure their industry if the Community approves 
the demands. 

The deputies also considered some positive aspects of 
Meeeeston. | 1) The application of the CAP to the Greek farmer 
means a higher real income, increased price stability and 
a more reliable market. 2) Money from the Community 
development funds will provide the means for a concentrated 
application of structural reform measures. 3) Full member- 
ship status will remove Greece from the "marginal supplier" 
role to tne EEC and eliminate any possibility of sporadic 
Meeltcation of countervailing charges or other protectionist 
measures.+°° 

Greece's accession to the Community should have no 
appreciable effect on EC agricultural activities. Hellenic 
Product distribution is about the same as that of the Com- 
munity and with the exception of super-sensitive items, 

Such as wine, peaches and tomato paste, Greece's input 
should be easily absorbed. As previously discussed, most 
EEC countries are concerned about the investments they will 
have to make through development funds to restructure the 
Hellenic agricultural system. The actual amounts involved 
will depend on how fast Greece progresses on her own before 


accession and how soon full membership status is ratified. 
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TAS eS 27 


AGRICULTURE Ss POSITION 


IN GREECE 
ILSI Sys! oa Ss 1974 WHS 
Percent of GDP 
feeecultural ‘ 4 
Product lon 4 Tey ees 185.0 Bis 0 
Percent work force 
employed in a 
agriculture 54.0 35.7 34.0° 36.0- 
Sources: a) Greece: Special Report, The Times, p. V. 
b) Statistical Yearbook of Greece, p. 445. 
c) Zolotas, Greece in the European Community, 
(oO aleas eye 
d) Greece Economic Activity and Development, 
De Lo. 
e) Opinion On Greek Application for Membership, 
Ome 
JU 2 2,16) 
GREEK AGRICULTURAL PRODUCTION 
(percentage 1972) 
Average 
Greece EEC-Nine 
Crops 66.8 ee es) 
iavestock 29.0 37.4 
Self-suétficiency in Meat HOP e LO07 0 
Beef & Veal Consumption 
annual/per head/lps 
1960 ILS) Sydk Sajid 
To 72 Sy Sts mS 
Source: Greece: Special Report, The Times, p. V. 
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TABLE eos 2e2 


AGRICULTURAL STRUCTURE GREECE 
ANDi EE SEG e973 


Greece EEC-Nine 
Working Population in 
Agriculture Soe 9.6 
Peelcultural Production 
percent GDP 1G = 5.0 (est) 
Average Area Holding Boilers eae tvs 
na = hectare = 2.47 acres 


Source: Opinion on Greek Application for Membership, 
peo 41. 


TABBE 3-350 


GREEK AGRICULTURAL PRODUCTS 
EXPORTS AND IMPORTS 


1974 1975 1976" 1966° 

Exports 
Geeccent: Of Eotal) 31 32 Suk 62 
Imports 
eeteene OL total) 11 g: 7 ins 
Meat & Live 

animals 

sem Lion) 6421 Vie 3 as9 

(percent 

increase) 20). f3) 
Sources: a) Statistical Yearbook of Greece, p. 300. 


b) OECD Survey Greece - 1977, p. 48. 
mone Survey, Greece — 1977, >. 46, 47. 
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TABEEeo-3 
DEGREE OF SEER SSURFICIENCY 
GREECE AND EEC 
(percent) 


Proauct Greece EEC - 9 


Crops (Average 1972-73) 


wheat O03 .6 oo 
feed grains Gi 3 Se wel 
sugar Teen 94.4 
tomatoes IwA8 5 B2..8 
Seaus. frult TSAO Se 41.3 
Olive oil IS ls U Sieg? 
wine 134.0 Gone 


Livestock products (1972) 


beef and veal Oy a2 Ocak 
poultry meat Gime EO? 
whole milk 5 OO er 
butter ow anes, DE 


source: Opinion on Greek Application for Membership, 
ON enailo ome 


FOREIGN TRADE 

Greece bases its foreign trade policy on efforts to 
develop and maintain commercial ties with all countries; 
West and East, industrialized and third world. At the same 
time, officials must reduce the country's trade deficit and 
protect domestic production in the context of her international 
commitments. This means placing increased emphasis on the 
EUestltuciton Of domestic products for imports, increasing the 


value added in Greek industry and expanding industrial exports. 
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Traditionally Greece has depended upon imports of 
machinery, industrial raw materials, transportation equip- 
ment, chemicals, petroleum and coal, lumber, a variety of 
manufactured goods, meat, fish and dairy products. In 
recent years, officials have successfully encouraged varying 
amounts of import substitution and the country now produces 
Significant amounts of fertilizer, chemicals, petroleum 
products, textiles and light manufactured goods. However, 
Greek production efforts toward items that predominate as 
imports remain a top priority of the Karamanlis government 
ema Ehe most critical part of a solution to reduce the trade 
Bericit. 

As part of the adjustment plan, commerce officials con- 
tinue to offer protection to Greek producers while imple- 
menting methods to accomplish item cutput shifts. All imports 
Bimenclassified by category and require either an import 
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approval or the issuance of an import license: 


Sie ogenmi: )»Gommodities@rtree Gigimpone restrictions — 


routinely issued approval. 


Category II: List "A" commodities: Luxury and less 
essential articles and products 
adequately produced in Greece including 
fine metals, textiles, furs, jewelry, 
cosmetics, fire arms, automobiles 
and certain foodstuffs — Require 
special licenses issued by the 


Ministry of Commerce. 


Saeeceny Ligemerist JByecommodities: = Types of 


machinery adequately produced in 
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Greece — Require special import 
licenses issued by the Ministry of 


Industry. 


Category IV: Commodities which are state monopolized 
and can be imported only by government 
affiliated organizations: Petroleum 
products, wheat and flour, medicines, 
NOiLoOnmpouectire and TV £him, \enips, 
and some minerals — Require adherence 


to special import regulations. 
Depending upon current conditions, the required approvals 
or licenses may be issued with no restrictions, or cite 
limited usage. 

As a hedge against inflation, to discourage speculative 
imports and to cover payment and tariff and duty charges, 
all imports are included on pre-import cash deposit lists. 
These schedules currently require deposits of payments 
meomerma c£rom /Oto 100 percent of the ©€.1.f. invoice value 
feect, Insuramee, freight all included). 

The Ministry of Trade partially reduced these restric- 
EYOusm@oen January 1, 19976 by eliminating 200 percent deposit 
requirements on passenger cars, radio and TV receivers, 
Wines, liquors and soft Syasumles ae 

To combat certain detrimental trade practices by multi- 
national corporations, the Greek parliament in July 1976 
passed a new law specifying "equalizing and compensatory 
tariff" procedures. The meaSure, essentially an anti- 
dumping statute, provides protection for Greek producers of 


goods which otner exporters are selling below prevailing 





international market prices. The Finance Ministry may 
apply the measure for up to six months if it appears that 
the governments of origin are subsidizing the goods in 
@mestion. The bill is in compliance with international 
Eade Baws and specifically EEC and GATT provisions.**+ 

Greece 1S a member of the General Agreement on Tariffs 
and Trade (GATT), the International Monetary Fund (IMF), 
aac Organization for Economic Cooperation and Development 
(OECD), and the Internaticnal Bank for Reconstruction and 
Development (IBRD). In her import/export transactions, she 
applies the rules of these organizations, the tenets of the 
EEC Association Agreement and several bi-lateral trade 
instruments which include accords with the People's Republic 
@emciinag, Sudan, Brazil, Yugoslavia, Albania, Bulgaria, 
Pemanaa, South Korea, India, Liberia, Syria, Egypt, Hungary, 
Poland, East Germany, Czechoslovakia and the ussR.-+¢ The 
bi-lateral agreements specifv exportable items and annual 
trade volume targets in both directions. 

The Greek export market has diversified considerably 
emence 1962. Agricultural products (all foodstuffs, beverages 
em tCObaccos) which at that time accounted for nearly two- 
thirds of the goods leaving Greece now make up less than one- 
Eniged. cspecific dominant items, such aS tobacco, raisins 
and furs have decreased in their proportion of volume and 


value allowing a myriad of other goods to replace then, 


Particularly metals and metal products, chemicals, electrical 
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equipment, Mineral ores and cement. This broadened export 
base has reduced the dependency of the economy on demand 
levels for specific volatile items and increased the elas- 
mectty and flexibility of exports. 

In Marcn of 1975, Greek officials disengaged the drachma 
from the US dollar (established at DR 30 = $1 US since 1953) 
and began floating it against the European currencies. MThis 
de facto devaluation helped to expand exports and restrict 
the volume of imports as well as to tie the country more 
closely to her major trading partners. During that year, 
the export structure shifted, reducing the share of tobacco, 
raw materials, semi-finished products and petroleum products 
While increasing the share of foodstuffs and minerals. How- 
ever, the overall portion of industrial and handicraft pro- 
ducts exported did not change, reflecting defeat of a major 
government effort to expand that sector.-~> 

By the end of 1976, the trade situation once again 
changed. The latest results showed a substantial increase 
My Manufactures exported, particularly clothing and footwear, 
but also reflected a substantial rise in the volume of 
imports based on consumer demand rather than economic growth; 
an inflationary trend. Thus the battle continues. The 
government must diversify the production base and increase 
exports while trying to protect the producer and convince 
the consumer that import substitution is better than buying 


what he wants. 
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Economic officials face certain inflexibilities when 
they try to balance the Greek trade sector. Because of 
the uncertainties in the Aegean Sea and on Cyprus, Greek 
military leaders continually demand equipment for moderniza- 
tion. The military budget increased by 30 percent in 1976 
to over $1.136 billion and 26 percent of government spending. -+* 
meconsiderable portion of this amount and future allocations 
will buy expensive defense equipment such as attack heli- 
copters, F-16A fighter aircraft, Model 209 submarines, 
Combatant III guided missile boats and later model tanks, 
which will increase import figures and continue the defense 
drain on foreign exchange. 

The January 1977 trade figures reflected some improve- 
ment by registering a drop of $24 million in the deficit 
and showing an increase in exports over imports of nearly 
720M! However, Greece still had to rely on substantial 
mevesible Garnings to offset a $1.267 billion current account 
GPeereortt at year's end, up from $1.092 billion in Homie. 0 
This reduces budgetary flexibility and ultimately puts the 
burden right back on Greek planners to reduce the trade 
Metlcit through structural reorganization. 

Another of Greece's stated trade objectives is to estab- 
lish commercial ties with as many countries as possible. 
She has taken significant steps toward this end and has con- 


cluded agreements with groups of nations not necessarily 


aligned geographically or ideologically. On May 23, 1973, 
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officials formalized trade relations with the People's 
Republic of China. Since that time Greece has shipped 
SeecOn, tobacco, olive oil and pharmaceuticals while the 
PRC reciprocates with spices, tea, canned meat and light 
Ma@usterial products. The value figures show that a credit 
mepeyeo CX1StS in favor of China and current negotiations 


are aimed at reducing that by increasing Chinese purchases. 


Ae eee 5 2 


GREEK/CHINA TRADE 
foe enOous ands) 


IBS Fhe 1974 Is ies 1976 

Imports to Greece eo o L052 2765.7 3,940 
EexoOres to China ay eae 28 sp PAS LAS 
peusce: = Greece A MOonthiv Record, Jun 76, p. 6. 


During August, a committee of Chinese experts visited the 
tobacco fields near Dhrama to evaluate cultivation methods 
at the Tobacco Institute there and decided on additional 
pes! 

Greece also maintains strong and improving trade relations 
Metmeeedie USSR which began in 1969.5 By 1976, trade levels 
reached $174 million in imports to Greece (food products and 
some raw materials, engineering equipment and machinery) 
anomocS mal lion in exports to the Soviet Union (tobacco, 


Eemnicmmenc Cuerus products). On April 19, 1977, the Deputy 
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Ministers of Foreign Trade for the two countries signed a 
new agreement in Athens which maintained the 1976 trade 
levels for two more years and estabiished a new system of 
payments replacing the restrictive "clearing" method with 
free foreign exchange, a major step in the Betlagudlomeinoy aes 
Greek trade with Russia's East European allies totaled over 
fee? meliion in exports and $124 million in imports in 
1976 and economic officials consider these outlets essential 
to dispose of Greek agricultural surplus./?? 
Greece's trade relations with her Balkan neighbors have 
improved steadily in recent years and culminated in an 
Inter-Balkan Conference held in Athens on January 26, 1976. 
The meeting ultimately led to the signing of new expanded 
bi-lateral agreements with the participants. On March 30, 
1977, Albanian Trade Meruiseenn Nedin Hoxha, finalized the 
latest accord with Greece which provides for increased trade 
levels totaling nearly $21 million. Albania will export 
asphalt, electric energy, nides and chemical products while 
Greece will ship cotton, cereals, metal products and 
pharmaceuticals.1*° 
Yugoslavia concluded a new agreement with Greece in 
March of 1977 and this time abolished the payment clearing 
regulations (as the RusSians did the following month), thus 
Spening the system to free currency trading. The accord, 


Signed in Belgrad, includes a "most-favored-nation" clause 


for tariff benefits, and paved the way for the conclusion 
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of another instrument allowing Yugoslavian goods to transit 
Behe port of Thessalonike.t*? 

Romanian President Nicolae Ceausescu visited Greece 
in March of 1976 and concluded a long-term bilateral accord 
which officials expect to double the volume of commerce 
Between the two countries in the next five years. Products 
coming into Greece will include petroleum goods, timber, 
vehicles (primarily jeeps for the Armed Forces) and tractors, 
machines, metallurgical items, livestock and meat, and 
chemicals .+ Relations with Bulgaria, although maintained 
On a somewhat more formal level, are steadily improving as 
evidenced by a 40 percent increaSe in total trade for 1576 
over Oe woe 

The countries of the European Economic Community trans- 
act the largest amount of trade with Greece, aa the Federal 
Republic of Germany heads the list world wide. The majority 
of German exports to Greece are now capital goods including 
defense items while Greece supplies mostly manufactured 
items. The United States also places high on the list, 
Supplying primarily animal feed, foodstuffs, machinery, raw 
materials and manufactured goods. 

Barect: OL Accession 

Although Greece in 1977 largely moved out of the developing 
nation category, many “developing” characteristics still 
plague her trade growth. Since her domestic markets remain 


unable to absorb much of the new industrial output, these 


goods must be exported and thus are subject to the demand 
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fluctuations of Greece's trading partners. Accession to 
egeyeec and the sealing of intra-community agreements should 
dampen these fluctuations and provide increased stability 
for export markets. 

@n che Other hand, the conditions of accession may 
exacerbate the already increasing import demand base (com- 
posed of raw materials and industrial products as well as 
Semsuner atems). Tariff abolition will make available 
readily items which cannot be easily produced in Greece or 
which can be imported at lower prices. This not only con- 
fFlicts with the government's import substitution plan but 
continues to drive the trade deficit higher. 

As discussed in Chapter II, the largest single disadvan- 
tage for Greece when she accedes to full membership in the 
Community will be the requirement to apply all the rules of 


EEC preferential access agreements with third countries. 


TAB bess oo 


EEC PREP ERENTIAL TRABESAGREEMENTS 


Agreement Tenets 

European Free Trade Association Industrial free trade area 

(Austria, Norway, Portugal, Sweden SmEeectave gully 1. 1977 

Switzerland, Ireland, Finland) 

Lome Convention (February 28, 1975) Duty free entry into the Common 

(46 African, Caribbean and Market of all ACP products 

Pacific (ACP) nations) except certain agricultural 
items 

Generalized Scheme of Preferences Duty free entry into the Common 

(1971) (112 developing countries Market of over 2000 manufactured 

around the world) and semi-manufactured products 
and over 250 processed agricul- 
tural products. Quotas may be 
applied to highly sensitive 
Produces. 


Sources: The European Community and Developing Countries, 
of = lr oem — LZ. 


The European Community's External Trade, 
ovo. 4. 









Greece's protectionist policies of import licensing, 
pre-import cash deposits, and equalizing and compensatory 
Eaetrrs are in direct conflict with the Community's liberal 
free trade agreements. The transition period required for 
Greece to synchronize with EEC preferential access require- 
ments remains a major hurdle in accession negotiations and 
will play a large role in determining Greece's success as 
a full member of the Community. 

Greece does offer the Community a unigue opportunity 
to step across ideologcial boundaries and establish new 
markets in countries not previously exploited. The strong 
frameworks constructed by Greece through bilateral agree- 
ments can shorten the time required for development of 

rade systems and assist in smoothly initiating contact 
between the Community and certain nations that otherwise 


might be awkward or impossible. 


TABLE 2-34 


GREEK TRADE BALANCE 


1973 1974 1975 1976 nO y= 

Eeemports, Lf£Ob 

(percent increase) 65 41 is} 16 Hes 
imports, cif 

(percent increase) 47 26 Jak 12 oles: 
Trade Deficit value 

fom Lilien) 2021 2347 B02 7 3470 3885 

(percent increase) 7 1s 28 14 iil 
Balance of Payments? 

fem iilien) les) “1241 = 999 -1084 = LS Fh 

(percent change) JOSrS 04 20 08 16 


Sources: a) OECD Survey Greece 1977, p. 47, 48. 


pwlateonattomal hinagnmecral Statistics, p. 156. 
c) Zolotas, Summary of the Statement of the 
Governor, 1978. 
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DIRECTION OF GREEK TRADE 
CS mielaon) 


exports (fob) TOOL ES (ea) 
1975 % ILS KS % 1975 % 1976 % 
Wor 1d Zoo OC 44-9200 5317 100 ,6013 -100 

EEC 9 1139 49 i271 49 2261 462 2318 ee 

Srewnich : 

Germany 482 AA. 542 al 842 16 872 14 
OPEC 287 Zeca Sow 14 568 10 700 ILS: 
USSR 87 Beil sie B27 ALO io A735 2G 
China 2 = ms. = ey 4 = 
EEUR* 100 4 ily 4 119 PROS =A PAE Pine) 
Balkans** 148 62477133 Baek sie eo Le ragga 
US 116 > 145 5 392 3 408 6.7 

* Czeckoslovakia, East Germany, Hungary, Poland 
xx Romania, Bulgaria, Yugoslavia, Albania 
weeees Direceton.O: Trade, Auc 77, p. 38, 39. 
TABLE 3-36 
GREEK/EEC TRADE 
(percent toal Greek) 
em EEC Brom EEC Det Pot Percent total 
Exports Imports CS uekgalokay a) Greek deficit 

eo 7 0 50 52 641 48 
1971 ak 3) 8. aay 49 
eo? 2 5 52 830 56 
-o73 50 55 1OS0 SP 
1974 43 50 SE oy, 
Le 49 42 ie By 
nGWG 49 39 Wave 32 


Sources: a) Opinion on Greek eer noF es 
b> rrect ron or Tradew Aug .//, Dp. 
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TABLES 3/7 


GREEK TRADE 


Exports (fob) Imports (cif) Balances 

(percent total) (percent total) Samal skeyey, 

noy7a o75> ~«L9 76 ya oS 1976 1974 1975 1976 
Food, Live 

animals Ome Oe ae iOS atc yo ne -87 + 38 +115 
Beverages, 

Tobacco Oe me O32 be Ore OO ly Fie +180 +205 
Crude Materials 10.6 8.8 10.0 oe 7) (Cem ©) 99 -214 -161 
Mineral Fuels, 

Lubs OO wk O. 5. 6 Dene Ole eee = / 91. ~833 -1079 
Oils & Fats Peoaedrss bed OFS Ue ee Ose ~~ tS +23 + O07 
Chemicals BOL yanco <2<0 On Ch ae Oe ee 20S =32/ =392 
Manuf goods SY Go is\ 7) ERLE ot DO ee orc. 4 ee - 79 + 58 
Machinery, 

aoe. EC. Zeer ATG 28.1 35.7 41.4 -1179 71814 -2366 
Miscellaneous ae 

Manuf Peowne 5 1). 7 25 eee: + 45 + 96 not avail 


sources: a) (1974,1975), Statistical Yearbook of Greece, p. 302. 
b) (1976) OECD Survey Greece 1977, p. 47,48. 


SHIPPING 

To say that shipping is merely important to Greece 1s 
Pveawerous COnSidering Hellenic maritime history, her 9,000 
miles of coast and 1,300 islands. [In fact, without the 
Saippimag andustry s financial contribution, the Greek economy 
would be hard pressed to maintain status quo, much less expand. 
Pues oO, tec the third consecutive year, foreign exchange 


remittances from shipping offset nearly one-third of «he 
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negative trade palienese The industry employs over 150,000 


seamen on Greek owned ships (4 percent of the economically 
active population), and one source estimates that the over- 
all sector provides jobs for nearly one-tenth of the total 
population making it the largest single business activity 
in the country .+*> Greek ship owners have made substantial 
investments in other major domestic industries such as 
refineries and shipyards which provide more jobs, help to 
expand the capital assets of the country and increase the 
industrial export base. The value of these investments today 
is estimated at over $l billion. By 1985 they should exceed 
Sehbitlien.?“° 

Tie VieatwerOole that shipping currentiy plays is» partially 
a result of incentives which the military Junta adopted to 
draw Greek owned ships and shipping activities back into 
Greece. Even though many Greek ship owners disagreed with 
the politics of the Colonels, business instincts prevailed 
and by the end of 1973 the regime registered 3,000 vessels 
under the Greek flag. London and New York based owners 
shifted various parts of their operations to Piraeus, Greece's 
major port area near Athens, and attracted the prominent 
bankers, brokers, ship equipment suppliers and other entre- 
preneurs necessary to support the new offices. 

Under the Junta's incentive Laws 89 and 378, major 


owners like Niarchos and Onassis set up new outlets without 


paying any direct company or income taxes. Legislation 


Upeye, 











established indirect tax rates at a ridiculously low $.10 

per gross registered ton (grt) which at 1973's 22 million grt 

fee. would Nave provided only $2.2 million to the government 

not counting exemptions. Actual tax income under these 

rules in 1974 yielded only $1.25 mliion. o-” Although these 

measures put little cash into the treasury of the dictator- 

Ship they did succeed in returning Greek shipping to Greece, 

and they established the base on which to build the industry. 
When democracy returned, Mr. Karamanlis did not impose 

direct forms of taxation on the shipowners, but in April 

1975 he upgraded the tonnage tax to a range between $.40 

and $1.20 per grt depending upon the craft's age, type and 

date of registry. The new regulations scheduled 4 percent 

annual increases until 1981, and in 1975 tax income under 

the new system yielded approximately $40 million. The same 

levies reached out to Greek owned tonnage registered under 

meaergn E£Elags in the form of a “special contribution” to 

the Seaman's Pension Fund which charged for the privilege 

of hiring Arab crews and yielded an additional $19 million 


in 1975.¢*° 


Assets from the shipping industry today are 
Still treated like foreign capital and enjoy freedom from 
direct taxation measures. This policy continues to limit 
government receipts but provides a continuously attractive 
incentive for the expansion of the industry and its invest- 
ment in the eccnomy. 


The Greek fleet currently consists of an interesting 


variety of owners including the giants (Niarchos, Goulandris 
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sons, Lemos Liranos and of course Onassis) but also claims 
a group of smaller youthfully owned lines characterized by 
the Thenamaris Group and the Bouboulina Company. 

The Onassis fifty-ship fleet of supertankers, bulk 
carriers and smaller vessels has been run for the past three 
years by Christina, twenty-seven year old daughter of 
Aristotle Onassis. The young owner has had some difficul- 
ties, mostly as a result of the tanker surplus crisis which 
developed in 1975, the same year her father died. In spite 
of this, she has shown business brilliance on several occa- 
Sions and the empire still retains its position as one of 
the biggest money makers in the field. 

Christina's counterpart in the smaller lines is Mrs. 
Jenny Pournaras-Bardavilias who in 1975 at the age of 
thirty-two became the first Greek woman ship owner and 
named her sixteen-ship fleet the Bouboulina line. She is 
resourceful and has deftly established a prominent place 
for herself in an extremely competitive, male-dominated 
world. Her characteristics are those of many young Greeks 
making their way in the shipping business. 

Whether large companies or smail, Greek ship owners 
enjoy a reputation in financial circles as good credit 
risks since most are able to show liguid assets which close 
to equal the debts on their leges. --" Although all owners 
are currently absorbing the costs of idle or "laid up" 


vessels (primarily tankers without oil hauling contracts) 
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most Greek lines are less affected because of their con- 
servative approach to super-tanker purchases during the 
pre-1973 boom times. This means that most Greek ships are 


working and paying for themselves and reducing the amount 


of profits eaten up by anchored vessels. Like most businesses 


in Greece, the shipping lines are almost entirely family 
@ywmed and startfed, creating tight-lipped, closely run 
organizations. Ina field where competition is critical 
this characteristic is enviable. 

When Greek shipping magnates branched out into other 
industrial endeavors during the Junta years, they under- 
Standably invested in shipbuilding and repair facilities. 
These new yards provided services for the owner's ships 
eee cheir builicging capabilities filled a large void in 
employment created by decreased repair contracts after the 
Suez Canal closure in 1967. Niarchos concerns opened the 
Hellenic Shipyard at Skaramanga, Andreadis enterprises 
financed one at Eleuis and the Goulandris conglomerate 
financed the Neorion facilities on the island of Syros. 

Business has expanded despite the recent downturn in 
the shipbuilding trade. In December 1975, the Philippou 


Bros. shipyards near Piraeus signed a contract with the 


Beygptian government to build four oil tankers for $7 million. 


The Arab world has taken active steps since 1973 to estab- 
lish its own merchant fleet and this order constituted a 


market break-through for Greek shipbuilding. As of March l, 
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1977, the Greek industry totaled seventy-six ships under 


contract in fourteen different yards.+?1 


The reopening of 
the Suez Canal in early June 1975 provided substantial 
repair business for the Greek yards, and the increase in 
floating and permanent docking capability since then has 
turned the country into the largest ship repair center in 
the Eastern Mediterranean. 

in the middle of 1977, the Greek Merchant Marine listed 
3,750 ships under home registry and 994 under flags of con- 
venience totaling more than 48.4 million gross eee aaa ly 
in 1978, sources increased the number of vessels of Greek 
registry to approximately 3870 totaling some thirty-three 


133 These statistics rank Greece first in 


Daeeiaon grt. 
number of ships and third in gross registered tons, which 
Make the nation extremely vulnerable to fluctuations in 
the world shipping market. By 1975, massive tanker over- 
building forced ship prices to record lows and generated a 
100°> million ton excess capacity, about twice as much as 
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exteging O11 movement could fill. The surplus cancelled 


@emiser COnmSseruction orders (forty to fifty million tons — 


Greece alone nearly eleven million) +7? and forced the laying 


Upset 10 pengene of the world's fleet of oil haulers, 

including about twelve Greek ultralarge crude carriers 

(compared to Norway's eee ae 
For two reasons, this idle condition has not disabled 


Greek shipping as much as that of other nations. First, by 
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1975 a majority of Greek ships (57 percent over ten years) 
had amortized their debt and subsequent idle time costs did 
not include mortgage payments.~>° Second, the conservative 
approach of Greek ship owners toward investing in new 
classes of vessels kept them away from massive supertanker 
purchases. Nevertheless, with nearly one-half its tonnage 
in tankers, accelerating costs and no real end to the oil 
Situation in sight, Greek owners must look toward diversi- 
B~caeton Of their lines and hope that protectionist measures 
weweemier nations do not hurt their profits too badly.??? 

meEtect of Aecession 

With the advent of accession, Greek shipping interests 
will help to determine a common shipping policy not yet 
concluded in the Community. Greek owners will be able to 
represent their own needs and aid the establishment of a 
Seley tO protect BEC Shipping activities from undercutting 
by rapidly expanding Soviet and Eastern European interests. 
Common ties with the Community through a joint policy will 
allow Greek owners to vie for an equal share of contracts 
peGaeeoLlle hauling €O Community nations and provide good oppor- 
tunities for diversifying into other markets as nations 
shift to alternate energy scurces. The free movement of 
labor will provide more opportunities for Greek seamen among 
the fleets of the EEC countries and the generally higher 


wages will improve the sectors already strong foreign 


excnange earning position. 
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After Greece attains full membership status, the Community 
Will be able to count the powerful Hellenic shipping indus- 
try as part of its own. The money and power backing Greek 
shipping will accrue to the Community and provide a substan- 
tial increase in bargaining leverage. This fact has 
increased Greece's influence in current pre-accession nego- 
tiations indicating how valuable these pending assets really 
are to the existing Nine. 

Of course, Greek interests will have to accept less 
autonomy in their decisions and be willing to sacrifice some 
company-oriented gains for the good of the Community. Group 
decisions like that will not come easiiy for the traditionally 


closeknit, independent Hellenes but the probability of bigger 


long-term gains should persuade them. 


TABLE 3-38 


WORLD SHIPPING FLEETS RANKING 
DeonOss ~-REGESTERED  LONS 


Rank gas LOD Loa 
L Liberia Liberia Liberia 
Z Japan Japan Japan 
3 UK UK Greece 
= Norway Norway UK 
Ss Greece Greece 
6 USSR Panama 
7 United Sts. USSR 
8 Panama France 
] ie uy Hersh ily, 
18) France Unteed Ses. 
Sources: a) Statistical Yearbook of Greece, p. 467. 
b beeen Chesrstian ssemence Monitor, 
Aug 24, 
c) Aust, Christian Science Monitor, 


Mar 13, 


Meee.  BlL2. 





TABLESS=39 


GREEK AND WORLD FLEETS 


(ES) 
Number thousand 
of ships Gress percent 
World Fleet 63,724 342,162 100 
Greek Fleet 
Greek Flag See 77 237 Oo Su 
Foreign Flag IPAS) 19,454 46 
Total ae ab 43,113 £3 
Semmce: (Stetlstical Yearoook of Greece, p. 353. 
TABLE 3-40 


fon iE RCrANL SHEERS 


sun 762 pec 76° aon) Ge MAR 78% 
(percent (percent 
No. Gre) No. grt) 
Freighters 2320 58 2475 59 
Tankers 479 38 498 37, 
Passenger Syly, 3 B27 
Misc 205 1 209 
Total Greek Flag No. Spqais Nelo epee No. grt* No. iat 
See 26023 3509 28573 BI SO S136. 3870 3300 
Total Foreign 
Flag 1070 17937 994 17070 
Grand Total 4579 46510 4744 48431 


* grt in thousands 


Sources: a) Greece A Monthly Record, Jul 76, p. 3. 
Bb) Greece A Monthiy Record, Jan 77, p. 6. 
Gmonecco. lenen Wy Record, Jul/Aug /7, p. 2. 
d) Aust, Christian Science Monitor, Mar 13, 
ogee Oo. Bl2. 








TABLE 3-41 


GREER ANB seEe FLEETS 
(includes ships under foreign flag) 


Greece BEG 2 

Percent Percent 

Gris world tons Gust world tons 
ro 7.0 BO RE age: Sees Zn 
Us aaa 34.1 is 8 S)S).5(6 24.1 
S72 Soe 0 rao. Orne Page ne. 
LO73 42.6 i ey 35 7 PIS aT 
1974 4543 14.6 ees ik 22 xe 
975 48.3 i ae TS OAS 

Megat ii Mil Lons 
Source: Zolotas, Greece in the European Community, 


Dar ous 
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ECONOMIC FACTOR ANALYSIS AND PREDICTION 


To this point this work has investigated Greek economic 
development since the beginning of the post-war period, 
examined the Greek/EEC relationship and discussed key fac- 
tors which bear directly on Greek economic stability. The 
Emel Section analyzes the specific factors in light of 
Greek economic trends and Greek accession to the EEC. By 
determining the degree of each component's movement toward 
Stability and the extent of accession impact, it predicts 
the effect on the Hellenic economy. 

To provide a more graphic picture of how these two 
parameters — trend movement (t) and accession impact (i) - 
bear on overall Greek economic stability, (t) and (i) 
values are asSigned for each factor. These values are sub- 
jectively selected and based upon a summary and intuitive 
interpretation of the material analyzed previously. 
Bemmrsets Of ratings utilize a scale of (0) to (6) with 
(3) representing neutral movement or impact. The values 
Meee), (2) Signify negative effect and (4), (5), (6) 
positive. 

The author assumes that the events (t) and (1) are 
independent, in that 1) current Greek economic trends and 
2) Greece's accession to the EEC each constitute a unique 
set of conditions. However, since both ultimately will 


be occurring at the same time when Greece does become a full 
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member of the Community they cannot be considered mutually 
exclusive. These assumptions have simplified the subjective 
analysis presented here and for the purpose of this study 
are considered to be no more limiting on the predictions and 
conclusions than any other circumstances governing the 


interactions between Greece and the EEC today. 


ECONOMIC FACTOR ANALYSIS 
maceen. i s—) Energy 

Trend Movement 

Although much of Greece's industrial and electrical 
Output currently depends on oil, prospects for the diversi- 
fication of energy sources in the future are good. Indigenous 
Greek resources soon should provide substantial portions of 
the required amounts of lignite, peat, hydroelectric and 
nuclear energy. The shift away from oil as an energy supply 
will free what may develop into substantial domestic petro- 
leum reserves for use in the expanding Greek petro-chemical 
industry as well as reducing trade balances. The Public 
Petroleum Corporation is coordinating effectively the diver- 
Sification of the energy base which must be well manned to 
meet the demands of increased industrialization. 

Based upon these conditions, movement toward enhancing 
Greek economic stability in the energy sector is assessed 


as high and assigned a weight of: (t) = (5). 
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Accession Impact 

Siecce Seaccession teerkuh! membership status in the 
Community will provide increased technical, managerial and 
financial resources on which energy officials can rely to 
Beene r AlLVersification and exploitation programs. The 
assistance will speed Greece's move toward power self- 
sufficiency and thus help to reduce more quickly import 
quotas of energy materials. 

At the same time, accession will increase industrial 
development and correspondingly raise commercial power 
requirements. These conditions produce a paradox for Greece 
Since economic growth depends on industrial expansion which 
has greater energy requirements, increases fuel imports and 
compounds the balance of payments problem. 

Thus, accession should have a moderating effect 
On energy development and 1S weighted: (1) = (3). 

baceOrp ti — Demestic and Migrant Labor 

Trend Movement 

Greece has long faced a shortage of skilled workers 
and because of structural inadequacies officials can not 
effectively resolve the problem. Labor managers speculated 
in the past that migrant workers returning to Greece would 
bring with them skills and practical vocational training 
learned abroad. Since most secured only menial jobs over- 
seas) thas transfer of training did not cccur. Now these 
laborers have become a part of the unskilled workforce in 


Greece and if returning numbers continue to increase, they 
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could contribute substantially to unemployment problems. 
Many emigrants also experienced the benefits of a highly 
industrialized environment and could be prompted to agitate 
for reforms that the structure is not ready to absorb. 

Contrastingly, the government agreed tc wage increases 
over the past two years which improved the compensation 
picture significantly but did not overburden the economy 
With inflationary pressures. Social insurance benefits 
increased and union organizations strengthened their posi- 
tion providing more solid structure for government/employer/ 
employee agreements. High level professionals, particularly 
industrial managers, agricultural scientists and techno- 
logical engineers now tend to remain in Greece rather than 
seeking better paying positions abroad. 

Labor conditions in general have steadied but retain 
structural flaws particularly in the measures developed to 
train and utilize unskilled workers. Considering these 
circumstancs, the movement of the labor environment toward 
Stability is weighted: (t) = (4). 

AccesSion Impact 

Accession to full membership will increase competi- 
tion for many Greek companies because of lowered tariff 
barriers. In some specific industries where rival goods 
are too competitive, firms will be forced to close, increasing 
unemployment. On the other hand, the competition will 
directly confront rich monopolies and compel them to divest 


their interests which will ultimately help to equalize wages 





and salaries within the labor force. EEC membership will 
bring better organized, more responsive union management 
to Greece while improving migrant worker conditions abroad. 
European Commission representatives agreed that host coun- 
tries must provide foreign laborers with a better living and 
working environment and more importantly with skill training. 
Once the on-the-job training is implemented, migrants return- 
ing to Greece will have a skill and onlv need to cress train 
to Greek methods to become effective. Most migrants initially 
tend to return to their home villages rather than the urban 
complexes and with their new skills may remain there, 
advancing the regionalization efforts of the government. 

Considering these benefits, the impact of accession 
on Greece's labor structure is positive and weighted: 
(1) = (5). 

Factor III - Relations with Arab Countries 

Trend Movement 

Greece's ties with the Arab world, traditionally 
strong for twenty years, have continued to expand since the 
Silecrisis Of 1973. Arab wealth opened trading doors for 
Hellenic exports and the broadening of the industrial base 
in the nations of the Middle East and North Africa provided 
a market for Greek technology and management skiils. The 
two way flow of goods and services solidified the already 
established network of exchange initially constructed with 


Gieesupp ly “contracts. 
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To encourage economic growth, Greece has always 
needed foreign capital for investment in industrial expansion 
projects. Substantial interest by Arab firms in these 
enterprises should bring Greece into closer union with the 
home countries, while the Greek/Arab bank and branches of 
the National Bank of Greece now located in various Arab 
nations provide the transfer channels. 

The Athens government must closely consider two 
implications of these relationships. Greece is still heavily 
dependent upon foreign oil which places her at a disadvan- 
tage in any association with supplier countries. Alterations 
Beeinecernational political patterns or major shifts in policy 
PemorPec could restrict the latitude of decision making in 
Athens and ultimtely destroy the carefully constructed 
links with the Moslem world. In like manner, Greece's sStaunch 
E@eeort of Arab foreign policy, particularly as it regards 
Israel, may place considerable strain on portions of Greex/ 
Arab ties as the different countries shift positions and 
split on ways to settle the Middle Eastern question. 

The conclusion then follows that the relationship 
of Greece with the Arab countries is strong and expanding 
Meee emanecertar factors put future stability in doubt; 
eiucmeneeassroned weaght of: (t) = (3). 

Accessicn Impact 

For Greece to maintain solid ties with the Arab 
countries is essential both for Greece and the European 


Community. Greece provides the bridge between the 





industrialized, energy hungry West and the developing oil- 
rich/capital heavy Middle East. When Greece becomes a full 
member of the Community, this bridge will essentially become 
mEvemecOperty Of the EC corporation. This condition can 
only increase the need for a link between Europe and the 
Middle East as contracts expand and Greece will inherently 
benefit from her central position. As a result, Mr. Karamanlis' 
dream of a transportation Europort at Thessalonike appears 
imminent. Greece's position as financial middleman also 
requires that the established Hellen/Arab infrastructure 
remain in tact and once again as full EC membership accrues 
to Greece her functions in this area will expand and increase 
that need. 

With accession, Greece will naturally lose a certain 
Emeunt OL autonomy in determining political foreign policy 
which may cause her to modify her position of total Arab 
Support in lieu of a more moderate Community line. This 
modification may strain Greek/Arab ties and weaken the 
Smoginal link. 

With these conditions in mind the effect of accession 
on this factor is considered positive and assigned a 
weloqnt Gi ry = (4): 

Baceou. Ly ~ Tourism 

Trend Movement 

Long a pillar in Greece’s financial structure, 
tourism has changed steadily since the return of democracy 


to Greece. Building on a solid foundation established by 
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Mr. Karamanlis during his first period as premier, and in 
some ways by the military Junta's emphasis on advertising 
the trade, the new government has developed long range 

goals which are mature and far reaching. The new objectives 
consider not only growth but also preservation of what is 
uniquely attractive about Greece and set realistic limits on 
the number of visitors the country can effectively serve in 
any one season. Officials have developed new training pro- 
grams to improve efficiency and tourism skills and have 
diversified tourist attractions to appeal to the wealthy 
weekender and winter traveler as well as the general vacationer 
and summer visitor. 

In recent months, the National Tourist Organization 
(NTO) has placed considerable emphasis on returning the 
Summer Olympic Games permanently to Greece. Although the 
Olympiads can provide all the advantages of a@ major suar- 
anteed attraction, initial costs will be high and compliance 
with long range limit and structure goals questionable. 
Greece still faces staff training problems and the constantly 
Eisim@G COsts Of Supporting tourist services raise real 
questions about the benefits to be derived. 

Projections for somewhat smaller increases in tourist 
volume for 1978 reflect an implementation of the NTO's 
efforts to move more slowly in accordance with long range 
goals. The decreased volume will also reduce foreign ex- 
Shange intakes and impact on the current account deficit. 


Although most prospective travelérs to Greece are satisfied 
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Pitweele Political situation, often so violent during the 
years of the Junta, has steadied, Greece's proximity to the 
Middle East and Eastern Europe always impose a slight ele- 
Meweronr GOubt On visitor confidence. The results of the 
November 1977 election positioned Andreas Papandreou and 
his radical left socialists as the major opposition party. 
Their outspoken views against NATO and the EEC may raise 
questions once again about the stability of Greece's politi- 
cal atmosphere. 

mie Struicetiumeuo. thiselLactor ~and the application of 
a new long-range attitude, project a favorable picture and 
thus is assigned a weight of: (t) = (5). 

Accession Impact 

Greece stands to benefit from accession to the 
Community primarily by the stronger formal ties that full 
Membership will generate. A greater amount of contact by 
Europeans with Greek culture and thought will attract more 
visitors to the Hellenic world. Standardization of tourist 
service and pricing methods will remove inconveniences which 
often deter prospective travelers and the final affirmative 
resolution of the question: "Will Greece become a part of 
the European Community?", will help to remove doubts about 
Bewlentewooli tical stability. 

Conversely, Greece will have to pay to upgrade 
tourist facilities and methods to European standards and 
in the process will sacrifice a certain amount of autonomy. 


The new techniques may increase pressures toward giving 





tourism the big business atmosphere and sacrificing the 
tea@itlenal values so central to the goals of the NTO. 

As a result, Greek tourism stands to benefit statis- 
tically from accession to the Community, but imposed struc- 
tural changes will alter some basic tourism goals. The 
effect of accession is thus weighted: (i) = (3). 

Factor V_ - Regionalism 

Trend Movement 

Greece's regional concentration of industry and 
population into two major centers, Athens and Thessalonike, 
began as soon as rural Greeks perceived that living condi- 
tions could be better away from their villages. Since then 
a steady stream of people have flowed toward the cities and 
left many parts of the countryside in decline while saturating 
the urban complexes, particularly Athens/Piraeus. Villagers 
made their moves not only for material enrichment, but to 
provide more opportunities for their children, a noble goal 
which presented formidable resistance to officials who 
would stop the migrations. 

Perhaps because of this difficult opposition, the 
government chose to ignore the growing problem for many 
years until the heavily skewed population and industrial 
distribution threatened the basic social structure of the 
country. By the middle 1970's the problem soared out of 
control and even though the military regime and then the 
Karamanlis government implemented stringent correctional 


plans final solutions are not yet in sight. 
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femeeMeadsuLes d@vappear Linally to be taking hold. 
The incentives for industrial relocation offered by the 
current government received good response and new 1977 
health care programs convinced many Greek workers that they 
will receive at least medical support if they choose to 
live away from the major urban centers. To achieve a real 
reversal of the problem will require more extensive efforts, 
such as full implementation of the urban/industrial pole 
concept outlined earlier and total support commitments 
toward village and island enterprises. 

Government Offitemals are not fully cognizant of the 
need for regional reStructuring but the complex nature of 
the problem and the deeply rooted causes heavily reduce 
the progresSiveness of this factor and result in an assigned 
beaome Of: (tt) = (1). 

Acession Impact 

All new plans, particularly those requiring restruc- 
turing of time-established networks take considerable amounts 
of money to implement. Accession to full membership in the 
EEC will provide Greece with significant regional development 
and social reorganization capital from Community funds. The 
financing should allow officials to speed up implementation 
plans offering greater incentives to industrial firms for 
relocation, by retraining and reeducating workers to jobs 
outside the country and by breaking down some of the inertia 


nolding back decentralization. 
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Of course the money will come with restrictions, 
and proud, confident Greek officials will have to surrender 
some of their autonomy to Community representatives. The 
government will have to specifically define objectives and 
peeduee results fremerestructuring programs. 

These restrictions should serve to improve the 
likelihood of success and thus the impact of accession is 
weighted: (i) = (5). 

meccOr Vigruindustry 

Trend Movement 

As with the regional factor, Greek industry faces 
deeply rooted structural problems ingrained over years of 
inefficient government supported operations. All Greek 
post-war governments realized that industrial development 

‘ 
required large amounts of capital investment, but they could 
not attract enough to meet the need. The military oligarchy 
Succeeded in initiating several major investment programs 
but they provided such high incentives that Greek industry 
directly gained little. As small family owned firms began 
womrlounder, officials implemented support and protectionist 
devices which prevented business failures but did not 
address underlying structural weaknesses. Domestic firms 
chose to borrow capital at expensive rates rather than 
reinvest profits and Greek investors generally placed their 
funds in housing construction, shying away from manufacturing 
or other high-risk industries. When the governments did 


Succeed in attracting investment capital for other than 








building propositions, investors selected light industry 
or consumer goods manufacturing rather than capital production. 

In the last three years, the Karamanlis regime has 
reversed some of these tendencies. The Industrial Develop- 
ment Bank loans funds and provides investment assistance on 
a much larger scale. Major industries like aluminum and 
textiles have stabilized their operations and continue to 
attract new expansion capital while some of the relatively 
smalier activities (cement, food processing, petro-chemical) 
are diversifying rapidly. 

Even though many reorganization requirements remain, 
Greece's overall industrial production continues to expand 
at a rate equal to or greater than most European countries. 
Trend movement therefore is assessed as mixed for this factor 
and assigned a weight of: (t) = (3). 

Accession Impact 

When Greece attains full membership in the Economic 
Community most of the protectionist devices now sustaining 
inefficient and non-competitive firms will cease according 
to EC regulations. This requirement is a double edged sword 
affecting both the long and short term outlooks. The weak, 
parasitic companies will be forced out of the market making 
room for new reoriented growth and freeing government funds 
for other projects. Their departure however, will temporarily 
decrease employment and cause disorientation within the sector. 
Officials will need to anticipate the specific effects and 


plan appropriate adjustment measures. 
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Community membership will provide Greek industry 
with access to European technology and peripheral markets and 
SiEor Opportunities for joint enterprise ventures. All of 
these advantages will help to tone and focus Greek indus- 
trial operations as companies expand to avail themselves of 
the new possibilities. The more stable environment and 
closer physical ties with the EC countries will also provide 
more open investment networks supplying Greek industry with 
vital expansion capital. 

Accession should Significantly benefit Greece's 
long term industrial development and is assigned a weight 
oe (1) = (5). 

Baseor VIT = Agriculture 

Trend Movement 

Greek resistance to agricultural reform stems from 
many of the same reasons that suppressed industrial reorien- 
tation. Traditional attitudes of farmers confronted offi- 
Cials with largely fragmented farm noldings and strong owner 
unwillingness to consolidate their lands into more economical 
divisions. Post-war reconstruction patterns established 
subsidy and support systems which soon became accepted and 
expected practice. Farmers did not consider growth or 
diversification of the agricultural industry their responsi- 
bility and although they accepted the government's financial 
aid they openly resisted its attempts at management reform. 
The large percentage of Greek adults involved in farming 


pursuits represented a substantial voting block and forced 
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elected officials to tread softly when making agricultural 
policy. Although the proportion is smaller today, about 
one-third of the working population still depends on farm 
related enterprises for income and thus represents a large 
HOD DY . 

Despite the large proportion of workers employed in 
agriculture, Greece is less than self-sufficient in several 
farm products including important meat and dairy items and 
as the domestic demand for these goods increases, import 
volume and prices rise. At the same time the sector pro- 
duces heavy overages in vegetables, citrus fruit and wine. 

The Karamanlis regime attacked the diversification 
Beoolem by Expanding the functions of the Agricultural Bank 
to effectively meet the growth needs of the farmer. The 
1977 agricultural plan applies research in new crop areas, 
allocates increased credit for development efforts and places 
heavy emphasis on improvement in the livestock/dairy area. 
All these efforts are specifically directed at shifting 
production to more saleable commodities and at reducing 
agricultural imports. 

Farmer resistance to diversification remains and 
average land holding size continues to increase sluggishly. 
Some structural improvement can be seen but very difficult 


adjustments remain resulting in an assigned weight of: 
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Accession Impact 

Although Greece has dropped most agricultural tariff 
barriers with her major trading partners, accession to the 
EEC will require that she implement all Community agreements 
with third countries. These arrangements encompass trade 
with many poorer nations which export agricultural goods 
at low prices and could flood Greek markets with products 
now blocked by high import duties. Within the Community, 
French farmers are demanding that the Common Agricultural 
Policy (CAP) change to include minimum prices on Mediterranean 
produce and the imposition of higher standards, forcing up 
Greek costs. 

On the other hand, Greece's accession will help to 
relieve some tough competition for her agricultural products 
with the EC by employing CAP provisions and eliminating the 
imposition of arbitrary countervailing charges. Current 
negotiations indicate that the membership agreement will 
allow transition periods for the harmonization of policies 
On certain critical products (meat, dairy items and wine) 
providing Greek producers with the time to adequately develop 
Bede SeeGtOrs. Community funds will provide financing for 
these development efforts. Even more important, Community 
programs should improve farm income and benefits, and thus 
help ta break down resistance to diversification and land 
COnso idatron. 

After two years, accesSion negotiators have not yet 


reached agreement on how to mesh current Greek agricultural 
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conditions with Community requirements, indicating the 


complexity of the problem and an assigned weight of: 


(age = (3). 
BAGEOE Vill — Poreign Trade 


Trend Movement 

Greece's trade deficit continues to increase and 
forces officials to rely more heavily each year on invisible 
foreign exchange receipts to stabilize the current account 
bavance. Certain import conditions remain inflexible and 
@eeclude any simple corrections to the inflow structure. 
The continuing uncertainty with Turkey over Cyprus and the 
Aegean requires Greek military leaders to demand heavy buys 
of expensive capital defense goods. The cost of mineral 
fuels, although not skyrocketing in the last twenty-four 
months,-remains high and generally increasing. Real consumer 
income has significantly improved since 1975 and provided 
all Greeks with more buying power, thus more impact on 
demand structure. Greek industry does not produce many items 
desired by consumers who turn to the import markets to 
utilize their enhanced purchasing power. Thus import figures 
are climbing because of artificial demand pressures rather 
than real economic growth. 

As a result, officials face a dilemma. Import tariff 
Structures and protection schemes (categorizing, pre-import 
cash deposits, licensing, etc.) take considerable amounts 


of money and effort to operate but without them domestic 
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demand and readily available international imports would 
force the trade deficit above the critical level. The 
Karamanlis government has succeeded in partially adjusting 
import lists by encouraging domestic industries to switch 
to target demand goods and by a de facto devaluation of the 
@eachma iny 1975. 

From the export standpoint, recent months have shown 
a broader diversity of items shipped from Greece and a 
resulting decrease in dependency on the demand cycles of a 
small group of goods. Within this broadened base, industrial 
products increased significantly and provided the first 
successful gains toward real expansion of the industrial 
export market. At the same time new bilateral agreements 
concluded with many of Greece's trading partners expanded 
export possibilities and provided a strong market for her 
egieecaltural surplus. 

Relating these conditions shows some movement toward 
Gaversieving expores and curtailing imports through domestic 
Substitution, but also reveals a structurally handicapped 
trade picture that does not promise to improve in the near 
future resulting in an assigned weight of: (t) = (2). 

Accession Impact 

Greece should realize some major trade benefits 
from full membership status. Application of Community trade 
rules and closer coordination of trade policies will help 
to dampen the effects of demand fluctuations so critical to 


Greece's still underdeveloped export sector. Collaterally, 
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markets not previously open to Greek goods will become 
available. From a long range standpoint, as a full partner 
in the European Community, eventual complete harmonization 
of trading policies on all goods will make normal market 
Stability a reality. 

Conversely, current Community regulations will 
require Greece to open several markets to free competition 
when they may not be fully ready. The European Coal and 
Steel Community agreements depict this problem. Greece 
currently makes no special compensation for imported ECSC 
goods and officials impose tariffs as they deem necessary. 
With accession, tariff walls will drop and ECSC's lower prices 
will shock the Greek steel industry, ultimately affecting 
its exports. At the same time, accession will make cheaper 
Community exports more appealing to Greek consumers and 
encourage demand buying. The cheaper imports in areas where 
Greek production is weak will curtail development because 
of investor reluctance to support highly competitive ventures. 

In the long run, accession will benefit Greek trade 
stability, but in the montns immediately following membership 
the impact of dissolved tariff walls and severe competition 
will take its toll; thus the assigned weight: (1) = (4). 

heacees IX Shipping 

Trend Movement 

Since the military oligarchy offered major incentives 
for Greek shipowners to return thelr operations to Greece, 


the Hellenic shipping industry has grown and become a real 
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pillar of the economic structure. Foreign exchange earnings 
have offset over one-third of the trade deficit since 1974, 
crews and associated activities have provided employment for 
as much as one-tenth of the population and spin-off indus- 
tries from shipping investments have made Greece the largest 
ship repair center in the Eastern Mediterranean. The port 
of Piraeus houses offices for all major legal, commercial 
and financial shipping support corporations in the world 
and even during the current slowdown in shipbuilding starts, 
Greece adds an average of 200 ships to its registered inven- 
tory every six months. Greek shipping firms enjoy some of 
the strongest financial ratings in the industry and claim 
less percentage of laid up tonnage than any other major 
fleet. Rather than shying away from the critically competi- 
tive conditions that exist in the environment today, young, 
tenacious Greeks are buying into the industry and making it 
vital and progressive. As a reSult of these strengths, 
the existing crisis has not affected the Greek fleet as it 
has so many others. 

A major criticism of Greek shipping companies is 
that they do not pay direct taxes or income on profits. 
Some officials feel the administration eventually will have 
to eliminate this carryover from Junta incentives and the 
industry will have a hard time adjusting. Most feel that 
reasonable taxes will not reduce shipping effectiveness at 
all. In the meantime, owners are trying to replace 
Surplus tankers with dry cargo and cruise ships to adapt 


their fleets to the changing international market. 





The structure of Greek shipping stands out as one 
of the most stable in Greek industry with sound prospects 
for the future. Thus factor movement is weighted: (t) = (5). 

Accession Impact 

The Community itself stands to benefit substantially 
from the addition of Greek shipping strength and financial 
power. For this reason Greek interests should play a large 
part in developing a common shipping policy among the member 
States. Since Soviet and East European fleets have begun 
to acquire a considerably larger share of world contracts 
(most by cost undercutting), Community nations will have to 
develop firm standards and strict resolutions to remain 
competitive. Greek companies should benefit from this united 
front and retain thelr portion of the market. Community 
membership should also help to ensure a proportionate share 
Of the o1l hauling market and the EEC'’s higher labor stan- 
dards should help to increase the benefits to Greek seamen. 

The price Greek shipping will have to pay for acces- 
Sion advantages 1S once again a certain amount of autonomy. 
Greek concerns will have to make decisions for the good of 
the Community, in many cases, rather than just Hellenic 
interests. These sacrifices should have small impact, 
however, and the overall benefits should be great, thus 


the assigned weight of: (1) = (5). 


Pnae eC TiCn 
Trend movement (t) and accession impact (1) are not 


mutually exclusive events since the influence of one on 





Greek economic stability does not preclude the effect of 
the other. Additionally, both are weighted parameters 
rather than simple observations. For these two reasons, 
the prediction quotient used here is derived from the 
meeesuect (t xi) rather than the sum (t+ i). 

Assuming that a neutral trend movement of (t = 3) and 
a neutral accession impact of (1 = 3) would yield a neutral 
prediction quotient of (9), the quotient arrived at in the 


Srucy : 


Y(txi)/N = 13.44 


Suggests that Greece's accession to the European Economic 
Community should have a stabilizing effect on the Hellenic 
economy (see Figure 2). 

The degree of stability predicted becomes more apparent 
wnen considering the extremes of possibility. If the trend 
movement toward stability and the impact of accession for 
each factor had received the maximum value (6), a prediction 
quotient of (36) would have resulted. Considering the 
nature of Greece's economy and conditions in the European 
Community, this result is idealistic and a maximum quotient 
of (25) (mean of t = 5, mean of i = 5) appears realistic. 
The neutral-to-maximum realistic vaiue range then lies 
between (9) and (25) and the study's quotient, (13.44), 
lies 27 percent above the neutral point, predicting a 


moderately stabilizing effect (see Figure 3). 





FIGURE 2 
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Considering the (t) and (i) values themselves, note 
that average trend movement ()t/N) equaled 3.33, a near 
neutral figure, while average accession impact ()i/N) 
equalied 4.11, a relatively higher value, revealing that 
the effect of Community membership played the dominant role 
in arriving at the positive prediction. 

Energy, Tourism and Shipping are the factors in the 
economy advancing most rapidly toward stability while 
Regionalism, Agriculture and Trade are the most sluggish. 
Four factors should receive the most benefit from accession: 
Domestic and Migrant Labor, Regionalism, Industry and 
SMLoping. 

AS previously stated, the values assigned are subjective 
but were selected based upon quantified and statistically 
sound facts concerning the Greek economy and EEC accession 
as contained in the development chapters of this study. The 
prediction that Greece's accession to the European Community 
will have a stabilizing effect on the Hellenic economy remains 
the subjective judgment of the author. However, membership 
will not necessarily benefit all aspects of the economy and 
officials must continue to strive for improvement in many 
areas before Greece can attain her full economic potential, 


MPO Git Of the EEC. 
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CONCLUSION 


This work offered the major hypothesis that political 
stability in Greece is directly related to economic stability 
and then set out to determine if Greece's accession to the 
EEC would provide the conditions necessary for economic 
equilibrium. Since this study has concluded that Greece's 
membership in the Community will in fact have a stabilizing 
influence on the Hellenic economy, it remains only to show 
that accession will, as a result, contribute to political 
eailm and constancy. 

Greece does not have a history of political stability. 
The conservative Right and the Socialist/Communist Left 
have reacted continuously in the past to perceived threats 
from the environment and from each other. Mr. Karamanlis 
lost his first premiership as a result of leftist reactions 
€9 his conservative policies. The radical-right military 
oligarchy ostensibly seized power because they perceived 
a surge of left-wing influence and could not accept the 
possibility that Greece might liberalize. Under the unique 
political circumstance of 1974, Mr. Karamanlis returned to 
power with overwhelming approval as a center-right leader 
but in the most recent elections, the pendulum began to swing 
again as 25 percent of the voters signaled their desire for 
change and supported the radical left PASOK socialists. 

Mr. Karamanlis now faces a difficult dilemma. The 


following model illustrates the current elements. 
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FIGURE 4 
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The stability of the prime minister's government depends 
chiefly on developments in two areas: 1) regional confron- 
tations with Turkey and 2) the economy. The former continue 
mo smolder On SbOthn Ehe Cyprus front and over rights in the 
Aegean Sea. After the death of President Makarios, many 
Mopea that a significant breakthrough might occur and that 
Turkish troops would be withdrawn allowing Greek Cypriots 
to return to their homes in the occupied north. To date 
conditions on the island remain stagnant, just as negotia- 
tions on the Aegean dispute over mineral and airspace 
rights show little progress. Turkey currently faces severe 
economic dislocation however, and has implied that she must 
reduce the financial drain of her huge military structure 


including the force on Cyprus. These domestic problems 
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may portend a relaxation of tension and remove some of the 
pressure on Mr. Karamanlis. 

The Pan Hellenic Socialist Movement (PASOK), now the 
de facto representatives of the liberal left, agree with 
the right that Greece must maintain a hard line toward 
Turkey. PASOK representatives disagree however, that the 
military should continue to strengthen and modernize to 
its current extent, claiming that the increase in power only 
heightens the possibility that conservative-right instincts 
might drive the soldiers to entertain thoughts of another 
government takeover. 

Finally, Mr. Karamanlis faces the economy. In the past, 
1f the Left received support because of economic unrest, 
the Right, 1f strong enough, intervened to prevent the 
Shift. As this study shows, the Greek economy faces con- 
Siderable pressure from general development, industrializa- 
tion and association with rapidly advancing economies in 
the West. It needs a stabilizing force to assure the people 
that it is progresSing and expanding in the proper directions. 
Once the economy acquires this, the Left should then receive 
little support for its claims of dissatisfaction and the 
PaJitevieeenave No stimulus for reaction. This study con- 
cludes that the necessary stabilizing force 1s available to 
the Greek economy through accession to the EEC and that 
specific, critical economic areas will benefit from the 


association. It then follows, based upon the paradigm 
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presented here, that membership in the European Community 
can be reasonably expected to enhance Greece's political 
Seaotlity. 

Viewed from the Community, Greece is the back door to 
Europe and the front door to the Eastern Mediterranean, 
the Balkans, North Africa and the Middle East. Her position 
1s unique, her resources largely untapped. If economic, 
emamenus political, stability do in fact follow accession, 
the Hellenic nation will be able to exploit her singular 
Opportunity to bridge the economic, political and social 


gulfs between North and South, and East and West. 
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APPENDIX A 
PCOVNOMLe INDICATORS IN THE 
GREEK ECONOMY 
This appendix consolidates various Greek economic 

growth indicators that are readily quantifiable. They 
provide a picture of the internal structure of the Greek 
economy and constitute the foundation supporting the factors 
analyzed in the text. The body of the work addresses 
eeeeraleof the indicators in specific context, thus only 
key elements and trend information are presented here. 
For comparative purposes, a statement about the movement 


of Similar indicators within the Community is made. 
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ERoOwucT LV ITY 

SGe>> 9eteselC Produe se) (GOP) 45 defined here as the 
total value of final products produced within a country's 
OS ae boundaries; Gross National Income (GNI) is equal to 
GDP plus the income of permanent Greek residents abroad 
less the income of foreign nationals in Greece; Gross 
National Product (GNP) is equai to GNI plus indirect taxes 
less government subsidies.? 

With the exception of politically chaotic 1974, the Greek 
economy has grown steadily since 1958, boasting average 
yearly increases in GDP at constant market prices of 6 
percent. Even during 1975, when most other nations suffered 
economic slowdowns (GNP decreases in real terms) from the 
international recession, Greece's GNP rose 5.6 percent. [In 
1976, the GNP again increased by nearly 6 percent and con- 
tinued an accelerating trend primarily induced at that time 
by public investments in industry. In 1977 the growth rate 
slowed to 3.9 percent, largely due to a decline in agricul- 
tural output and sluggish manufacturing Snsoue.” 

Sector production breakdown shows that a substantial 
portion of Greece's GDP is still derived from the primary 
(agricultural) sector while industry's contribution has remained 
ir cuatly Unchanged Since 1966. From 1970 to 1976, GNP per 
capita grew 113 vercent at current prices and nearly 20 percent 


moerealm terms at 1970 conStant values. The Hellenic nation 


ranked fourth among the EEC countries evaluated for rate of 
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GDP growth between 1970 and 1974, exceeded only by Belgiun, 
the Netherlands and Germany. 

In the EEC, the economic recovery which began in late 
1975 continued through the early months of 1976 and then 
began to slow. By mid-year, growth actually paused primarily 
because of stock movements, slacker demand and decreased 
investment tendencies. Final growth for 1976 as measured 
by GDP increase showed a rate of about 4.5 percent as against 


eueee percent decline in 1975.” 


TABLE A-1l 


PRopuc. ViTY =Byv SECTOR 
(percent GDP) 


1953° 1966° Lens” 
Greece eS) 
Aga lewltuare SZ a2 16 5 
Industry 20 30 30 44 
Services 48 48 54 5) Ih 
Sa@ulisces: sa) Herrick, Area Handbook for Greece, p. 199. 


b) European Commission Bulletin No. 124/76, p. 


TABLE. A=Z 
GREEK PRODUCTIVITY 
(eUarent Dene es oor ole non) 
1970 IWS 1976 
GDP (factor cost) 3 BC IGS Zi 
GNP (market prices) IL{OS abs: Ow 57 22.45 
GNP/capita (S$) TESS 1861 2467 


Selmee tT intermatione! Financial Statistics, p. 156. 
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TABLE A-3 


GREEK/EEC PRODUCTIVITY 
(Current prices) 


GDP ($ Billion) GDP/capita (S$) 
1970 1974 . ene. 1970 1974 % inc. 

Denmark tS 6) 30.40 96 SSS, 6026 Jk 
Netherlands 31.6 69.18 118 2429 SILOS, Ie 
Belgium ee | 53.42 TOF 2664 5466 ios 
Germany Pon 7 384.53 104 3095 6195 100 
Greece 9.6 Isha) y) oe SN OISUIL Zee 96 
France 144.7 266.10 83 2008 5061 77 
Italy 2 149.81 61 sl 2760 59 
UK ILS Iss) 188.99 57 2162 SS) 55 
Luxemb. Wea: 2onls = n.a. 22707 = 

Ireland glace O28 zs Merete 2180 = 


Seumees slo 70) "Statistical Yearbook for Greece, p. 471. 
(1974) OECD Survey Greece 1977, p. 51. 
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TABLE A-4 


GREEK REAL INCOME 
FROM NATIONAL PRODUCTION 
(percent increase) 


eee 1976 oy 

Primary 

(agriculture) Sea, =Z = A 
Secondary 

(anaguist ry ) Be 8.8 as 
Manufacturing Sees. 9.8 Zen0) 
Tertiary 

(services) 4.5 6.0 4.9 


Source: Zolotas, Summary of the Statement of the 
Governor, 1978, p. 15. 





TABLE A=3 
GREEK/EEC CPI COMPARISON 
(average of monthly increases) 
(percent) 


1973. 1974 1975 1976 1977 (Qtr I) 1977° 


Greece 1524 es i3e4 I34 daletealt 1222 
Belgium 7.0 iS 12.8 OZ eek 
Denmark one Jey 8 9.8 9.0 10.9 
France FOO J begs’ 10.8 IL ae! nea 
Germany 5x6 9 Webs Ib 10.4 ae5 
Ireland ies 4 ise 7 Vest 14.6 
Italy Zi 0 lies 9 2026 18.6 
Luxembourg” ot 5 10.8 Shes: ak 
Netherlands 7.8 3 BE oieaw 22 0 
UK 11(0) Aan 5 1520 14.6 10.4 
EEC Avg. Oe 52 9.50 12.84 JES) 2215 10.60 10,6 
* average of (8) not including France 
Gg 
Solecese international Financial Statistics, p. 29 (Aug 77) 


ajmimeernacional Financial Statistics, p:- 35 (Jul 77) 


Eye oelOras, Sunilary 7Or eiew statement Of the 
Covernor,, L9yo, "Dp. 238: 


TABLE A-6 


GREEK INFLATIONARY INDICES 


(percent) 
1975 1976 1977 

Consumer Price Index 

(Tam. to..Dec. 

increase) Sy Liew 12.2 
Wholesale Price Index 

ommco. Dec. 

increase) Oe feo Ieee: 


Source: Zolotas, Summary of the Statement of the 
Gevernon, 119/73, o-- 18: 
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INFLATION 

Greece continues to battle inflationary trends begun 
during the political turmoil of 1973 and 1974. The demo- 
cratic government returned the Consumer Price Index (CPI) 
to a reasonably acceptable level of increase by the end of 
1974 but as much needed wage increases took effect and money 
Supply and credit expanded, demand and thus prices again 
megan Yising in 1975. 

Because of Greece's dependence on international trade, 
domestic prices that creep above world prices have a critically 
debilitating effect on the country's competitiveness and 
thus economic growth. The government could have devalued 
the currency to return Greek goods to competitive status but 
realized that this would only increase domestic prices further 
and accelerate the inflationary spiral. Officials seeesa 
instead to limit wage, salary and profit increases to absolute 
Minimum levels, curtail the supply of money and stiffen 
credit requirements. The administration has maintained this 
approach since then and succeeded in holding the CPI increase 
from the beginning to the end of the year within the 10-12 
Pebeent goal for 1976 at 11.7 percent. Primarily due to 
increased unit labcr cost and reduced agricultural output 
the CPI increase from January to December 1977 rose to 
1s: percent.* 

Veeneneeoe EConomtc Community, intlationary trends vary 


wuecelyerrom GOuntry tO Country. Generally, early and late 
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1976 and 1977 showed accelerating trends due to higher 
prices for agricultural produce, imported raw materials and 
some currency depreciation. These effects dampened out in 
the middle months of each year as wage costs slowed and 


favorable summer season effects came into play. 


TABLE A-7 


GREEK WAGE LEVEL/LABOR COST INCREASES 
(percent from previous year) 


dosha 
1976 (Jan - Sep) 
Average Annual 
Minimum Wage 2200 tO 
Average Hourly 
Wage - Manufacturing 30.4 BES, 
baa Labor Cost 
Manufacturing Jag hae 8 Zales 


Soulree: Zolotas, Summary of the Statement Gt Ene 
Coucmnior, “loa pests; 1973, Dp. 1/7. 
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UNEMPLOYMENT 

The unemployment picture in Greece is difficult to 
display because of the techniques used to register the 
large number of agricultural related workers, which may or 
may not be employed, and the large number of self-employed. 
The 1977 OECD Survey on Greece suggests that the 1976 
1.5 percent reported rate of registered unemployment would 
be closer to 4 percent if calculations considered young 
Pemsons Seeking jobs for the first time and villagers who 
return home when they lose seasonal jobs in the tourist, 
agriculture and construction industries.> This disguised 
unemployment 1S particularly prevalent in the services 
sector and with the expansion of the tourist trade may be 
greater than perceived. Although many of the self-employed 
Mecwengagea in farming, nearly 40 percent are established 
in non-agricultural pursuits, a figure which is substantially 
higher than the OECD average for developing countries of 
Greece's level. 

Unemployment did increase from 3.6 percent in 1974 to 
about 4.0 percent in 1975 and if the OECD estimates of 
4 percent for 1976 and 1977 are accurate, Greece's position 
compares favorably with the EEC Nine. The Community rate 
stood at 4.8 percent in July 1976 and jumped to 5.4 percent 
qeeene ead or July Longe primarily from new entries in the 
market, school graduates and women seeking employment again 


as the economic outlook improved. / 


242 








TABLE A-& 


GREEK REGISTERED UNEMPLOYMENT 
(nen=agricultural) 


(percent) 
1970 og 1972 1973 1974 1975 moos 
6... 0 4.5 OEE vee 3.30) BO 1.25 
sources: a) Overseas Business Reports, No. 76-17, p. 3. 
Db) OECD Survey Greece i977, p. 12. 
TABLE A-9 
GREEK EMPLOYMENT CONDITIONS 
Jan-May Jan-May Peacieiche 
1975 1976 Change 
Unemployed 44023 S47 4kGO Ik S) oS 
Workers Laid Off 11493 10427 = 9.8 
Hines 42199 47102 sel dh A 
Vacancies oS 2424 12 eee 
Source: Greece: Economic Activity and Development, p. 12. 
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BALANCE OF PAYMENTS 

Resolution of the negative balance of payments problem 
remains critically important for Greece but is not unmanage- 
able at this time. A substantial surplus of invisible foreign 
exchange earnings from tourists, migrant laborers and the 
shipping industry offsets approximately two-thirds of the 
trade deficit and for the last three years has left a 
relatively constant negative balance in the current account 
Seewalbout Sl billion. 

Greece also is fortunate that capital inflow required 
to balance this deficit is nearly totally available from 
deposits in foreign exchange accounts and from real estate 
purchases, both made by Greeks living and working abroad. 
The accounts are appealing because they bear high interest 
and may be retained for five years after the owner returns 
to Greece, while the foreign exchange real estate trans- 
actions are conducted on privileged terms.° Most of these 
Capital transfers are permanent Since the majority of the 
investors eventually return to Greece. It should be noted 
that the net repatriation trend of migrant workers over tne 
last three years will begin to decrease this source of 
Capital inflow as well as diminish the amount of invisible 
worker remittances, both directly affecting funds which help 
to offset the negative trade balance. 

The European Community in 1976 experienced a rapid rise 
in the value of imports over exports due to stock replenish- 


ments and the increase in world prices for essentials. 
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The overall Community trade deficit was estimated at about 
ecnoCU million for 1976smeecsom $5100 million in 1975. 
More striking was the Community's current account status 
which stood at a $10,000 million deficit for 1976 against a 
Surplus of $500 million in 1975. Estimates for 1977 indi- 


cate a reversal of these trends however. 


TABLE A-10 
GRERK CURRENT ACCOUNT 


1972 1973 1974 1975 1976 1977 
Trade Deficit® 
(oem L10n) -1605 -2816 -2888 -3050 =3328 -3887 


Foreign Ex. Rets. 
(Tourism, Shipping, 


Worker Remittances) 1208 1628 1675 1961 2236 2620 

Percent Offset 7S 57 Bil 64 ou 67 
Current Act. Deficit 

($ million) - 399 -1188 -1213 -1088 -1092 -1267 
Net Capital Inflows 395 1045 1151 1219 #1147 1330 
Percent Coverage 98.0 87.0 94.0 112.0 105.0 105.0 


Sources: a) OECD Survey Greece 1977, p. 17 
b) Greece Economic Activity and Development, p. 30. 
c) Statistical Yearbook of Greece, p. 450. 
dad) Zolotas, Summary of the Statement of the 
Gevernor, LI7sy se. 23. 
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TABLE sae 11 


BaEANGE OF =PAYMENTS GREECE AND EEC 
(S$ million) 


dss) Jh3 eo WS IES seers) 
Greece =Ligs eee = OES: = SP 
Belgium 5 oli ase + COme Be ile 0, el 4 
Denmark =e 2 = Sit = 50h =9GG 
France = 6) S) ib —Soa8Z me OO -4307* 
Germany +4301 3590 “poe Se, Oks 
Ireland a eee = Goon, a n.a 
Italy 72 5) 10) = fs) cles Ss: 722) OAL 
Luxembourg Data for Belgium applies for Bel-Lux Econ Union 
Netherlands mel 9.9 = 465 afeeaae 5 () n.a 
UK -2048 =15)5.8 IL = 38) IS 3) SL 
Eee Total = 700, Seis IS, = os seal 

* Three quarters only 
Somece- s Incerrational Finaticlal Statistics Aug. 1977. 
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TAXATION 

Greece's 1977 taxation scheme provides three times as 
much public revenue from indirect levies as from direct tax 
income. This arrangement creates a lack of flexibility for 
expansion Since indirect revenues can be raised only to a 
certain level. If the government hopes to implement signi- 
ficant social reform meaSures and provide more social 
insurance, officials will have to increase direct taxation 
on profits and incomes including personal earnings. The 
government made certain direct tax adjustments in 1975, but 
Since then, substantial wage and salary increases have taken 
effect and once again direct revenues are proportionately low. 

Greece's total tax revenue aS a percentage of GNP is 
also low in comparison with other European nations. This 
condition is not unuSual for a developing country, but as 
Greece continues to industrialize and improve her economic 
capability, her government will need more funding to maintain 
the higher standards. Most Community nations have tax sys- 
tems which provide revenues equal to more than one-third 


of total GNP. 
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eS ea 2 


GREEK IAs A UGLURE 


| 1975 1976 1977* Percent change 
Billion Percent Billion Percent Billion Percent previous 
Dag total Dr EGted: Dis total year 
1976 =1977 
Direct 
Taxes 29.6 Bil 47.9 2g 48.1 24 piliac 0.6 
Indirect | 
Taxes Sol add 66 ae .2 65 136R6 68 PANE) VAL AL 
Nontax 
Revenue Ge 13 UW, 8 JES ya 8 8 —alleiss | JUSS S: 
Total 
Revenue eco givers: Z200m0 


* forecast 


Soumee:) TORCD Survey Greece 1977, p. 22. 


TABLE A= 


TAX STRUCTURE — GREECE AND EEC 
(percent GNP — 1974) 


Total tax Income and Other Personal 


revenue profits taxes income 
Greece 22.4 Site: 4.6 2.4 
Belgium Soe 143 ial ie 2 
France Shae) eee ee 4.1 
Germany S786 NWSI airs) 11.4 
Ireland Biz 34 a oe | ~4 
Peay SES, fs le 3 
Netherlands AS ee 15 ees, nO 7 
UK 352 6 15.4 Aud es 


Source: OECD Survey Greece 1977, p. 24. 
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MONEY SUPPLY 

The money supply is defined as notes, coins and 
Saght deposits. 

The Greek government elected to limit the money supply 
in late 1976 and 1977 to restrain rising prices. Seasonally 
adjusted figures for this period show that the measures took 
effect and the supply stabilized. However, to prevent further 
Ppelatlonary tendencies, Officials will have to continue to 
maintain close control over money availability. 

The EC faced similar inflationary possibilities coupled 
with a sluggish economy in 1976 and the European Commission 
in thelr annual report proposed monetary policy measures 
which would "get the economy moving again while at the same 
time strictly limiting the supply of money," a difficult 
eeunpse to follow in all EC nations.*° 

Since the end of 1976, for example, the Bank of England 
has let the pound sterling float and by October 1977 Britains' 
foreign exchange reserves rose from $4.5 billion to over 
$20 billion. This caused a 13 percent increase in the British 
money supply with two months still remaining in the year and 
could have touched off another round of ruinous inflation if 
Mot haere ee The rest of the Community faces money supply 


restraints as well although not as profound as Britain's. 
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TABLE A-14 


GREEK MONEY SUPPLY 
(percent increase from previous year) 


S766 oy 7 
Total money supply 24.1 Lak 
Currency in 
eiiecu lLatilon 21.9 Isis 
Sight deposits 29°26 eS 6 
Source: Zolotas, Summary of the Statement of the 


Sovernor, 1973, p. IS. 


TABLE A-15 


INCREASES IN MONEY SUPPLY 
GREECE AND EEC 
(seasonally adjusted end of period) 


(percent) 

1974 1975 1976 
Greece 20 iG 2A 
Belgium 6 15 6 
Denmark 4 29 4 
France 14 Hh 2 
Germany Let 14 3 
Ireland 8 19 Ly 
Italy 9 IL 3 18 
Luxembourg = GROE reported. = 
Netherlands 2 19 5 
UK ING ii 10 
EEC average 225 ily Se: Seg) 

Source: International Financial Statistics, Aug 1977. 
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